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I. 
STATE OF THE FINANCES IN MARCH I86I. 


On the day after his inauguration President Lincoln sent to the 
senate the nomination of Salmon P. Chase, of Ohio, as Secre- 
tary of the Treasury. Political considerations were of chief 
weight in determining this appointment. Mr. Lincoln perceived 
that the support of the various elements of which the young 
republican party was compounded would be necessary to secure 
the success of his administration. So Seward, the recognized 
leader of the radical wing of the party, was made Secretary of 
State; and Chase, the most prominent representative of the 
conservative wing composed of anti-slavery democrats, became 
Secretary of the Treasury." 

But, in addition to political availability, Mr. Lincoln thought 
Chase possessed peculiar personal qualifications for the position. 
True, his thirty years’ connection with the Cincinnati bar, and 

*Cf. NicoLay and Hay, Abraham Lincoln, A History, New York, 1890, vol. iii. 
P. 354. 
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the term in the senate and two terms as governor of Ohio, that 
constituted his experience of public affairs had brought him little 
familiarity with fiscal questions. But they had shown that he 
had a clear intellect, administrative ability, and untiring indus- 
try. And, above all, they had given him a name for strict 
integrity that would be of especial weight in gaining the public 
confidence indispensable to success in the management ot the 
then discredited treasury. Though Mr. Chase brought with 
him little knowledge of financial administration, his mind was 
deeply impressed with certain financial theories. From his for- 
mer democratic affiliations he had imbibed the ‘“ hard-money” 
principles of Jackson and Benton, and their dislike for paper cur- 
rencies. Personal observation of the unsound methods of bank- 
ing then prevalent in the western states had strengthened these 
convictions and inspired in him an indiscriminating distrust of 
the issues of all banks whatsoever. The early suspension of 
specie payments and issue of an irredeemable currency of legal 
tender paper in the Civil War occurred then, under the admin- 
istration of a Secretary of the Treasury who cherished a strong 
predilection for metallic money." 


It was with great reluctance that Mr. Chase resigned his seat 
in the senate to undertake the arduous task of managing the 
treasury in the face of threatening war.? The difficulties of his 
position were increased by the disorganized condition in which 
the federal finances had been left by the preceding administra- 
tion. When Mr. Buchanan was inaugurated his Secretary of the 


* Two biographies of Chase have been published, one by ROBERT B. WARDEN, 
An Account of the Private Life and Public Services of Salmon Portland Chase, Cincin- 
nati, 1874, 8vo. pp. xxiii.-+ 838 (valuable chiefly for copious extracts from Mr. Chase’s 
private papers); the second by J. W. ScHuckeERs, Life and Public Services of S. P. 
Chase, New York, 1874, 8vo. pp. xv.-+ 669. A third biography, by PRoFEssor A. B. 
Hart, has been announced. See also HUGH MCCULLOCH, Men and Measures of Half 
a Century, New York, 1889, chap. xvi. and W. M. Evarts, Zudogy on Chase, appended 
to ScHUCKERS’ Life. 

* Cf, Chase’s letter to the governor of Ohio, SCHUCKERS, of. cit. p. 207, and let- 
ter of F. A. Conkling to E. G. Spaulding, October 17, 1875, in SPAULDING, History of 
the Legal Tender Paper Money Issued during the Great Rebellion, second edition, Buf- 
falo (N. Y.), 1875, appendix, p. 84. 
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Treasury, Howell Cobb, of Georgia, found himself embarrassed 
by a redundant revenue, to reduce which Congress had just 
passed the tariff act of March 1857, lowering the duties upon 
imports. Unfortunately the financial crisis of 1857 and the com- 
mencement of the Mormon troubles followed hard upon the date 
when the new tariff took effect ; the one, in conjunction with the 
tariff, decreasing the treasury receipts from customs by a quarter, 
the other increasing the expenses of the War Department. So, 
instead of a surplus, as in 1857, the fiscal year 1858 presented a 
deficit in the revenue." 

To meet the shortage Congress authorized the issue of 20 
millions of one year treasury notes.? As the deficit recurred the 
next year, a fifteen-year loan of 20 millions was made ;3 and in 
March 1859, when the one year treasury notes began to fall due, 
it was necessary to extend their term to July 1860.4 Even by 
that time the financial situation had not improved sufficiently to 
enable the government to pay the notes out of revenue, and 
another loan of 21 millions had to be authorized to procure the 
necessary funds.’ 

Early in September 1860, Secretary Cobb invited bids for ten 
millions of this loan, a sum sufficient to meet the notes coming 
due before January 1861. When the bids were opened, October 
22, it was found that the whole sum had been taken at par or at 
a small premium. Payment of the subscriptions was to be made 
thirty days later. But in November Mr. Lincoln’s election was 
followed by threats of secession from the southern press. This 
caused a sudden business revulsion, everyone being anxious to 
prepare his affairs for the coming storm. The subscribers to 
the loan were timid and embarrassed. To encourage them, 


* Report of the Secretary of the Treasury, December 1858, pp. 3-4. 
? Act of December 23, 1857. 11 Statutes at Large, p. 257. 

3Act of June 14, 1858. bid. p. 365. 

4Act of March 3, 1859. bid. p. 430. 

5 Act of June 22, 1860. 12 Statutes, p. 79. 


®° Report of the Secretary of the Treasury, December 1860; cf. W. G. SUMNER, 4 
History of American Currency, New York, 1875, p. 189. 
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Cobb offered an additional thirty days for making payments to 
all who would deposit one-half of their bids on the appointed 
day. Though most of the bidders accepted the offer, some pre- 
ferred to forfeit the one per cent. deposits sent in with the bids 
rather than to take the bonds. From the ten millions offered 
the treasury realized only $7,022,000.' 

Convinced by this ill-success that an attempt to negotiate the 
remaining 11 millions of the loan would fail, Cobb requested 
Congress to substitute treasury notes for the bonds, pledging the 
public lands unconditionally for their redemption. Further, he 
asked authority for a new loan of ten millions to supply the 
deficit in the revenues due to the contraction of business.? Six 
days after sending this report to Congress Cobb resigned, giving 
as his reason that Georgia required his services. Going home, 
he entered the campaign to persuade his state to secede, and a 
little later became vice president of the Confederacy. 

President Buchanan appointed as his successor Philip F. 
Thompson, of Maryland. Despite the change in secretaries, 
Congress acted on the second of Cobb’s recommendations, 
authorizing the issue of ten millions of one year treasury notes 
at par to those bidders who would accept the lowest rates of 
interest.t The day after the act was approved, Thomas invited 
proposals for one-half of this loan. The response showed how 
low the national credit had sunk; $1,831,000 were offered at 12 
per cent. or less; $465,000 more at rates between 15 and 36 per 
cent. All offers at 12 per cent. or under were accepted.5 

To explain why the government was compelled to pay such 
high rates of interest is not difficult. Public confidence in the 

* Report of the Secretary of the Treasury, December 1860, pp. 8-9 and 480-483 ; 
Senate Executive Document No. 2, p. 11, XXXVII Congress, first session. 

2 Ibid. p. 9. 

3E. MCPHERSON, Political History of the Rebellion, fourth edition, Washington, 
1882, p. 28; JAMES SCHOULER, History of the United States, revised edition, vol. v, 
New York, 1894, pp. 375 and 481. 

4 Act of December 17, 1860. 12 Statutes at Large, p. 121. 

5 House of Representatives, Miscellaneous Document No. 20, p. 3, XXXVI Congress, 


second session. 
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Buchanan administration ‘was shaken; particularly, confidence in 
the management of the Treasury Department which for four years 
had been contracting debts to meet annually recurring deficits. 
The check to business following the election in November had 
intensified the uneasiness. One Secretary of the Treasury had 
resigned to aid the secession movement ; his successor was dis- 
trusted as a southern sympathizer. South Carolina had already 
adopted the ordinance of secession; other states were on the eve 
of following her example. At Washington there was disorgani- 
zation and indecision. Under such circumstances it was natural 
there should be hesitation in New York about lending to the 
government at such a crisis. 

But the needs of the government were imperative. The 
full amount of the five millions offered was required to meet the 
treasury notes and interest on the debt due January 1. Fore- 
seeing the failure of the public subscription, Mr. Cisco, the head 
of the subtreasury at New York, induced the New York banks 
to take at 12 per cent. interest whatever part of the five mil- 
lions might not be bid for. Their offer was accepted by Secre- 
tary Thomas.*' After the banks had paid a part of the money 
into the treasury they became convinced that Thomas intended 
“to transfer the money into the confederate region where it 
would be captured.” Accordingly, they withheld payment of 
the next installment and sent representatives to confer with Mr. 
Buchanan.? The result was that Thomas resigned,’ ostensibly 
because he could not agree with the President in the measures 
adopted “in reference tothe . . . . condition of things in South 
Carolina.”3 He was succeeded by General John A. Dix—a 
man who commanded the full confidence of the North—and 
the balance of the loan was paid. 

Dix found the treasury empty, $350,000 of unpaid warrants 


*H. R., Miscellaneous Document No. 20, p. 3, XXXVI Congress, second session. 


* Correspondence between Mr. George S. Coe, one of the bankers concerned, and 
E. G, Spaulding, in H. K1nc, Zurning on the Light, Philadelphia, 1895, pp. 186-189. 

3 Letter of resignation, G. T. Curtis, Life of Buchanan, vol. ii, New York, 1883, 
P- 404. 
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accumulated, and a deficit in the revenue expected to reach 
nearly 27 millions by the end of June." To meet immediate 
requirements he offered the remaining half of the ten-million 
treasury-note loan authorized the preceding December. An 
improvement in the government credit was indicated by the fact 
that whereas the government had been compelled to pay 12 per 
cent. interest for the first five millions, the second was borrowed 
at an average rate of 1054 per cent.” 

But the sum thus realized did not last long and further bor- 
rowing became necessary. Judging from Cobb’s failure that it 
would be impossible to negotiate the balance of the 21-million 
loan of June 22, 1860, under the terms of the law which for- 
bade the sale of stock below par, Dix applied to Congress to 
authorize a new bond issue. He even suggested calling on the 
states to return the 28 millions of surplus revenue deposited with 
them in 1836.3 Congress, however, would only pass a 25-million- 
loanact.* Dix then urged that the states be permitted to add the 
pledge of their faith to that of the federal government for the 
repayment of the loan; but the house refused to consider a bill 
for this purpose.’ Nevertheless, when bids for eight millions of 
the new loan were invited in February, the whole sum was sub- 
scribed on terms that made the average rate of interest 6% per 
cent., indicating a further improvement in the national credit.° 

Such small loans, however, could afford but temporary relief. 
The real difficulty was the insufficient revenue. To stop the 
necessity of borrowing by increasing the treasury receipts was 
the nominal purpose of the last important act of the Buchanan 
administration. Bills to raise duties on imports had been 

*Cf. Dix’s letter to the chairman of the Committee on Ways and Means, #. X., 
Miscellaneous Document No. 20, XXXVI Congress, second session. 

2Cf. J. J. KNox, United States Notes, second edition, London, 1885, p. 76. 

3H. R., Miscellaneous Document No. 20, p. 6, XXXVI Congress, second session. 

4 Act of February 8, 1861, 12 Statutes at Large, p. 129. 

5 Congressional Globe, XXXVI Congress, second session, pp. 871 and 872. 


© Bids were received for $14,460,250 at rates ranging from 75 to 96.10. Of these 
$8,006,000 were accepted, all the bids below 90.15 being refused, Senate Executive 
Document No. 2, pp. 19-30, XX XVII Congress, first session. 
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presented at every session of Congress since 1858; but all failed 
of adoption, until, shortly before the presidential election of 
1860, the Morrill tariff act passed the house. It was not taken 
up by the senate until the following session, and even then its 
progress for a time was blocked. But finally, after many of the 
southern senators had left Washington, it was passed, becoming 
a law two days before the close of Mr. Buchanan’s term." 

As a revenue measure the new schedule was foredoomed to 
failure. The heaviest duties were levied on articles largely pro- 
duced in the United States ; sugar and molasses were lightly 
taxed, while coffee, tea, and wool worth less than 18 cents per 
pound, were entirely free. Revenue was thus sacrificed to pro- 
tection. During the quarter, January-March, the customs receipts 
were 9.7 millions; in the succeeding three months, when the 
new tariff was in effect, they were 5.5 millions—a decrease of 
over 40 per cent.? Thus, instead of improving the position of 
the treasury, the new tariff served only to increase the financial 
embarrassment of the government.3 


II. 


MR. CHASE’S ADMINISTRATION OF THE TREASURY, MARCH TO 
JUNE, 1861. 


It was at a time, then, when the revenue of the government 
was insufficient to pay its expenses even on a peace footing, and 
when distrust and frequent borrowing had much impaired its 


* Act of March 2, 1861, 12 Statutes at Large, p. 178. Cf. F. W. Taussic, Zariff 
History of the United States, second edition, New York, 1893, p. 158. Section 1 of 
the act authorized a loan of ten million dollars. 


? Report of the Secretary of the Treasury, December 1861, p. 30. 


>On the condition of the finances at the commencement of the Civil War, cf. R. J. 
WALKER, American Finances and Resources, London, 1864; VON Hock, Die Finan- 
zen und die Finanzgeschichte der Vereinigten Staaten, Stuttgart, 1867, pp. 437-440; 
M. B. FIELD, Memories of Many Men and of Some Women, London, 1874, pp. 250- 
252; JOHN SHERMAN, Recollections of Forty Years in the House, Senate and Cabinet, 
Chicago, 1895, vol. i. pp. 251-254; KNOX, of. cit. pp. 70-83; J. G. BLAINE, 7wenty 
Years in Congress, Norwich, Conn., 1884, vol. i. pp. 396-401; A. S. BOLLEs, Financial 
History of the United States from 1861 to 1885, New York, 1886, pp. 4-6. 
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credit, that Mr. Chase, with small experience of financial opera- 
tions, undertook to raise the means for waging a most expensive 
war. From April to June the ordinary receipts of ths treasury 
wefe 5.8, its expenditures 23.4 millions." To fill the deficit there 
was but one recourse — borrowing. Disadvantageous as were 
the terms on which the recent loans had been made, it was to a 
new loan that Mr. Chase was forced to resort. 

On the whole, he was in a more favorable position for bor- 
rowing than Cobb, Thomas or Dix had been. True, the political 
situation had become more grave. Mississippi, Florida, Ala- 
bama, Georgia, Louisiana and Texas had followed South Caro- 
lina’s example in seceding from the Union, and when the new 
administration was installed at Washington it saw itself con- 
fronted by a rival government in Montgomery. But to offset 
this, Buchanan, who had become thoroughly discredited in the 
North, had given place to Lincoln in whom the people reposed 
greater confidence. In raising his first loan Mr. Chase had the 
benefit of this feeling. Moreover, the credit of the government 
was improved by a temporary increase of revenue. The Morrill 
tariff act, approved March 2, was to go into operation April 1. 
Importers took advantage of the intervening thirty days to pass 
their goods through the customhouses as rapidly as possible in 
order to escape payment of the higher duties imposed by the 
new schedule, thus increasing the receipts from customs for the 
months of February and March.’ 

Under the existing laws the secretary had authority to bor- 
row some 41 millions of dollars. (1) Of the 21-million loan of 
June 22, 1860, Cobb had negotiated $7,022,000, leaving a bal- 
ance of $13,978,000 which could be issued in 6 per cent. twenty- 
year bonds —a resource available under the law, however, only 
when the bonds could be sold at par. (2) The two five-million 
treasury-note loans raised by Secretaries Thomas and Dix had 
exhausted the authority to borrow under the act of December 


* Report of the Secretary of the Treasury, December 1861, pp. 30-32. 
*Cf. American Annual Cyclopedia, 1861, p. 296, and Hunt's Merchants’ Maga- 


sine, vol. xliv. pp. 788 and 789. 
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17, 1860; but (3) Dix had issued only $8,006,000 of the 25 
millions of 6 per cent. stock provided for by the act of Feb- 
ruary 8, 1861. The disposal of the remainder of this stock— 
$16,994,000 —was not hampered by the customary provision 
forbidding sales below par. (4) Finally, the opening sections 
of the Morrill tariff act authorized a loan of ten millions upon 
6 per cent. ten-twenty-year bonds at par, or upon 6 per cent. 
treasury notes ; but the proceeds of this loan could not be applied 
to the service of the current fiscal year which would end June 30, 
1861. However, this act made the authority to borrow, existing 
under other laws, more available, by permitting the President 
‘‘to substitute treasury notes of equal amount for the whole or 
any part of the loans for which he is now by law authorized to 
contract and issue bonds.” The treasury notes so issued were 
to bear interest at 6 per cent., be receivable for government 
dues, convertible at par into 6 per cent. bonds, and could be 
made redeemable at any time within two years; but, like the 
bonds, they could not be issued to creditors nor sold for coin at 
less than par." 

Mr. Chase began by advertising on the 22d of March, 8 mil- 
lions of the 6 per cent. stock which, under the act of February 
8, could be sold to the highest bidder.? Ten days were allowed 
for making proposals. When the bids were opened, April 2, it 
was found that the loan had been subscribed three times over at 
rates ranging from 85 to par. This indicated an encouraging 
improvement in the credit of the government, for the offers for 
an equal amount of the same stocks made to General Dix only 
two months before varied from 75 to 96.10 and amounted to 
$14,460,250, as compared with $27,182,000.4 But Mr. Chase 
thought the treasury notes, which he had authority to issue in 

*Act of March 2, 1861, section 4, 12 Statutes at Large, p. 178. On Chasz’s 
authority to borrow, see his‘ report of July 4, 1861, Senate Executive Document No. 2, 
p. 11, XXXVII Congress, first session. 

? Ibid., p. 31. 

3 Schedule of bids, 2did., pp. 32-49. 


4 Cf. p. 7, supra. 
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lieu of the bonds, could be sold at better prices." Consequently he 
accepted only the bids at 94 and above, amounting to $3,099,000, 
and on the 6th of April invited bids for the balance—$4,g901,- 
ooo—in treasury notes.?, Unfortunately the departure of the 
expedition to relieve Fort Sumpter had in the meantime become 
known. This created much uneasiness, and when the bids were 
opened April 11, but one fifth of the sum had been taken. Finan- 
ciers who were interested in the success of the loan procured a 
delay, however, and by dint of their efforts subscriptions were 
secured for $5,340,000, two and a half millions of this sum being 
taken by a single New York bank.3 

The means thus provided were soon exhausted by the large 
government disbursements, and it became necessary to borrow 
again. On May I1 the balance of the 6 per cent. stock of the 
February loan—$8,994,000— was advertised for sale.* Bids 
came in very slowly, and a failure of the subscription seemed 
probable. Such an event would have seriously affected the price 
of all government securities. In self-defense, the chamber of 
commerce of New York and the banks of New York and Boston 
came to the aid of the treasury. A card was issued May I1, 
signed among others by J. J. Astor, August Belmont, James 
Gallatin, A. T. Stewart, Moses Taylor, and George S. Coe, call- 
ing attention to the government loans and inviting “all capitalists 
and moneyed institutions to avail themselves of these opportuni- 
ties for investment.” 5 To give the committees appointed by the 
chamber and the banks more time to secure subscriptions, Mr. 


‘Since the treasury notes bore 6 per cent. interest and were receivable for all 
government dues, large importers derived a profit from investing in them the money 
held in readiness for the payment of customs duties. Cf. American Annual Cyclo- 
pedia, 1861, p. 296. 

* Senate Executive Document No. 2,p. 50. XXXVII Congress, first session. 

3 Jbid., p. 51. Of course only $4,901,000 of the bids — the amount advertised — 
were accepted. The treasury realized $7,814,809.80 from 8 million dollars of secur- 
ities sold.- Jéid., p. 11. See American Annual Cyclopedia, 1861, loc. cit., and J. J. 
KNOX, of. cit., p. 80, on the difficulty experienced in negotiating the treasury notes. 

4 Senate Executive Document No. 2, p. 52. XXXVII Congress, first session. 

5 American Annual Cyclopedia, 1861, p. 297. Cf. “ Federal Finances Examined” 
(anon.), Hunt's Merchants’ Magazine, vol. xlvii, p. 504; and 76id., vol. xliv. p. 791- 
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Chase postponed the opening of the bids four days, and also 
offered to consider bids for treasury notes at par in place of 
bonds, should that form of security be preferred by any sub- 
scriber.* Finally bids ranging from 60 to 93 were obtained for 
$7,441,000 of the stock, and bids at par for $1,684,000 of the 
treasury notes. All the later bids were accepted, and of the 
former all those above 85, amounting to $7,310,000. From this 
loan of $8,994,000, the treasury realized the sum of $7,922,- 
553-45.3 

Requiring still more money, the secretary asked for proposals 
for the balance of the 6 per cent. twenty-year loan of June 22, 
1860, amounting to $13,978,000.4 As 6 per cent. government 
bonds could then be bought in the market at 84, the offer of 
this stock which the act forbade to be sold below par was a mere 
formality ; but, by advertising the bonds, Mr. Chase complied 
with the terms of the law, and was enabled to issue treasury 
notes for the full sum.s Three bids, aggregating $12,000, were 
received; but they had been made under misapprehension and 
were withdrawn.® On account of this loan, however, Mr. Chase 
issued, by the end of June, $2,584,550 in treasury notes.’ 

Finally, just before Congress met, the treasury was again in 
need. Five million dollars were required to carry it along until 
new means of securing funds could be devised. As the two-year 
treasury notes were selling at a discount of 2 to 2% per cent., 
they were not directly available. But the banks agreed to 
advance the amount required for sixty days, receiving 6 per 
cent. treasury notes as collateral security.* 

* Senate Executive Document No. 2, p. 53. XXXVII Congress, first session. 

? Jbid., pp. 58 and 60. 

3 Ibid., p. 11. 

4 T[bid., loc. cit. 

5 Cf. references in note 8 supra. 

° Senate Executive Document No. 2, p. 11. XXXVII Congress, first session. 

7 Of this sum $1,710,650 was sold at par for coin, and $873,900 was paid to cred- 
itors. Jbid., pp. 60-62. 


8Cf. American Annual Cyclopedia, 1861, p. 297; and Hunt’s Merchant's Maga- 
sine, vol. xlvii. p. 505. 








300 JOURNAL OF POLITICAL ECONOMY 


Two points in this review of the operations of the Secretary 
of the Treasury from March to July are of significance : 

1. When hostilities opened the federal government was 
receiving but a quarter of its revenue from taxation; for the 
remaining three quarters it was depending upon hand-to-mouth 
borrowing.’ From the 7th of March, 1861, when Mr. Chase was 
installed, to the Ist of July, there had been an addition of $14,- 
412,529.40 to the public debt. 

2. Mr. Chase had of his own accord inaugurated the policy 
of issuing interest-bearing treasury notes running one or two 
years, in preference to long-time bonds, whenever they would 
fetch a higher price, disregarding the danger to which such a 
course exposed the treasury of being called upon to redeem its 
notes while hard pressed for funds to support the government. 


Ill. 
FINANCIAL LEGISLATION OF THE EXTRA SESSION OF CONGRESS. 


Such was the situation when Congress convened in extra 
session July 4. Emphasizing the need of extraordinary meas- 
ures, President Lincoln’s message recommended that “at least 
400,000 men and 400 million dollars’’ be placed ‘‘at the control 
of the government.’’* The financial program of the administra- 
tion was outlined in a report submitted by Secretary Chase.‘ 

It was estimated that the government would require 320 
million dollars to meet the expenditures of the coming twelve 
months. Of this sum the secretary thought that “not less than 
80 millions of dollars should be provided by taxation, and that 

*From April to June, 1861, the receipts from customs, sales of public land, and 
miscellaneous sources, were 5.8 millions, from loans 17.6 millions. Report of the Sec- 
retary of the Treasury, December 1861, p. 30. 

? Senate Executive Document No. 2, p. 18. XXXVII Congress, first session. 


3Mr. James Gallatin, president of the Gallatin Bank of New York, advised 
strongly against this policy. See his Zwo Letters to the Hon. S. P. Chase, etc. 
New York, 1861. Cf. LAUGHLIN, Report of the Monetary Commission, Chicago, 1898, 


Pp. 399. 
4 Lincoln's Complete Works, ed. Nicolay and Hay, vol. ii. p. 60. 


5 Senate Executive Document No. 2. XXXVII Congress, first session. 
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240 millions should be sought through loans.” The 80 millions 
would defray the expenses of a peace footing, estimated at 66 
millions, the interest on the public debt, 9 millions, and an 
annual sinking fund of 5 millions. By revising the Morrill tariff, 
Chase thought the customs could be made to yield a revenue of 
57 millions. An additional 3 millions from sales of public lands 
would leave 20 of the 80 millions to be raised by direct tax or 
by internal duties as Congress might decide. 

To secure 240 million dollars by borrowing new loans to 
the full amount would be necessary; for the $21,393,450 
which the secretary still had authority to borrow under existing 
laws,’ was available only when creditors were willing to accept 
payment in 6 per cent. treasury notes at par, which, Mr. Chase 
admitted, was ‘‘not to be expected.” He suggested (1) a 
national loan of 100 millions in 7.3 per cent. treasury notes, 
running three years; (2) a loan of like amount in 7 per cent., 
thirty-year bonds; (3) the issue of not over 50 millions 3.65 
per cent. one year treasury notes to meet any need unprovided 
for by the proceeds of taxation and the other loans. But, said 
Mr. Chase, ‘‘the greatest care will . . . . be requisite to prevent 
the degradation of such issues into an irredeemable paper cur- 
rency, than which no more certainly fatal expedient for impov- 
erishing the masses and discrediting the government of any 
country can well be devised.”’ ” 

If Secretary Chase erred in thus proposing at the outset to 
rely upon borrowing to secure three quarters of the means for 
waging the war because he doubted the readiness of the people 
to submit to heavy taxation, Congress was neither wiser nor 
bolder than he. With his report were submitted drafts of bills 
embodying its suggestions. After one hour’s debate, entirely 

‘The issue of $2,584,550 treasury notes under the act of June 22, 1860 (p. I1a, 
supra), had reduced the balance of that loan remaining to be borrowed to $11,393,450. 
Besides this there was the ten-million dollar loan authorized by the act of March 2, 
1861. Report, loc. cit., p. 12. 

? Jbid., p. 14. 

3 Report, July 4, 1861, pp. 65 ff. and 71 ff. 
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taken up by Mr. Vallandigham in an attack upon the policy of 
the President, the house passed the 250-million loan bill by a 
vote of 150 to 5." In the senate a few verbal amendments were 
made ;? these were quickly concurred in by the house, and eight 
days after its introduction the bill was approved by the President.* 

So hurriedly, indeed, was the work done, that a supplemen- 
tary act had immediately to be passed.s Together, these two 
laws authorized the secretary to borrow 250 million dollars for 
which he could issue in such proportion as he might deem advis- 
able, (1) 7 per cent. twenty-year bonds at par; (2) 6 per cent. 
twenty-year bonds “‘at any rate not less than the equivalent of par 
for the bonds bearing 7 per centum interest ;” or (3) 7.3 per cent. 
three-year treasury notes, fundable in 6 per cent., twenty-year 
bonds. Fifty million dollars of the loan might be in the form 
of treasury notes, either bearing interest at 3.65 per cent. and 
payable in one year, or bearing no interest and payable on 
demand. In the latter case they were to be receivable for all 
public dues and of denominations as low as $5. Finally, 6 per 
cent. treasury notes, “payable at any time not exceeding twelve 
months from date,” might be issued to the amount of 20 million 
dollars. To facilitate the negotiation of the loan, it was pro- 
vided that any part, not exceeding 100 million dollars, might be 
borrowed abroad, and the principal and interest made payable 
in Europe; and that the secretary might “deposit any of the 
moneys obtained on any of the loans . . . . in such solvent 
specie paying banks as he may select.”’ 

Legislative endorsement was also promptly given to Secre- 
tary Chase’s suggestion of increased taxation. August 5 a 
revenue act was approved which, (1) raised the tariff by impos- 
ing duties on tea, coffee, sugar, and molasses—important 
revenue articles admitted free or at low rates by the Morrill act ; 


* Congressional Globe, XX XVII Congress, first session, p. 61. 


* Jbid., pp. 109 and 127. 

3 [bid., p. 147, 

412 Statutes at Large, p. 259. Act of July 17, 1861. 
5 Jbid., p. 313. Act of August 5, 1861. 
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(2) apportioned between the states a direct tax of 20 millions, 
of which, however, there was small hope of collecting the quotas 
of the disloyal states, amounting to five million dollars ; (3) 
levied a tax of 3 per cent. upon the excess of incomes above 
$800.2 While certain features of this scheme of taxation encoun- 
tered opposition, members evinced a striking readiness to waive 
objections and vote for any bill that the administration and the 
leaders of the houses held to be a “war necessity.” ? 

The striking feature of the plan of finance thus recommended 
at the commencement of the war by the Secretary of the Treas- 
ury, and adopted by Congress, was the reliance upon borrowing 
to meet all the extraordinary military and naval expenditures. 
The taxes imposed were expected to yield revenue sufficient 
only to defray the ordinary, expenses of government, to pay 
interest on the public debt, and to provide a small sinking fund. 
Nothing shows more forcibly the inadequacy of this policy than 
the quickness with which the necessity for increased taxation 
made itself apparent. The heavy expenses of the months fol- 
lowing the adjournment of the extra session, begot a general 
conviction that a firmer foundation for the financial operations 
of the government was indispensable. When Congress reassem- 
bled in December it was met by a strong popular demand for a 
vigorous tax policy. ‘‘The country presents,” said the Boston 
Advertiser, ‘‘the spectacle of a people praying to be taxed.3”’ 
An examination of the newspapers of the time shows how 
literally this was true.* Urged forward by public opinion, the 


* Statutes at Large, p. 292. 


? As examples of this disposition see the remarks of Mr. McDougall, of California, 
and Mr. Wilkinson, of Minnesota. Congressional Globe, XXXVII Congress, first 


session, p. 399. 
3 February 4, 1862. 


4Cf. New York Zimes June 20 and July 23, 1861, and January 13, 1862; New 
York Herald, December 31, 1861, and January 7, 8, and 9, 1862; New York 7ribune, 
June 26, 1861 and February 3, 1862; Springfield (Mass.) Repudlican, January 7, 15 
and 21, 1862; Boston Daily Advertiser, January 11, 13 and 24, 1862; Boston Journal, 
January 8, 1862; Boston Post, January 28,1862. Cf. the letters urging heavy taxation 
received by the Ways and Means Committee, SPAULDING, of. cit., pp. 23, 24; Speech, 
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same Congress that had in August deemed 80 millions a suffi- 
cient revenue to raise by taxation, resolved in January with but 
six dissenting votes in both branches, to levy taxes that would 
‘secure an annual revenue of not less than 150 million dollars.”’* 
Mr. Chase, also, took a firmer stand, advocating in his report of 
December 1861, an increase of the customs duties on tea, coffee, 
and sugar, and direct taxation aggregating 50 millions.* With 
increasing experience his appreciation of the ‘‘ great importance” 
of raising the “largest possible amount” of revenue by taxation 
became keener. “It is hardly too much, ... .”’ he declared 
to Congress in 1863, ‘‘ perhaps hardly enough, . . . . to say that 
every dollar raised | by taxation] for extraordinary expenditures 
or reduction of debt is worth two in the increased value of 
national securities.”3 In the same report he explained his fail- 
ure to recommend heavy taxation to the extra session of Con- 
gress in July 1861, by pleading the impossibility of foreseeing 
at that time the magnitude and length of the war.‘ 


IV. 
THE 150-MILLION-DOLLAR BANK LOAN. 


Furnished by Congress with such ample power, Secretary 
Chase at once set about negotiating a large loan. Borrowing 


RoscoE CONKLING, Congressional Globe, XXXVII Congress, second session, p. 633; 
Memorial of the New York Chamber of Commerce, Senate Miscellaneous Document, 
No. 95, XXXVII Congress, second session, and EDWARD EVERETT in Atlantic 
Monthly, March 1862, vol. ix, pp. 393-397. 

" Congressional Globe, XX XVII Congress, second session, pp. 344, 349 and 376. 

* Report of the Secretary of the Treasury, December 1861, pp. 13 and I5. 


3 [bid., 1863, p. 12. 

4 /bid., p. 10. Another motive probably weighed heavily with those who directed 
the policy of the government at the commencement of the war. Mr. Lincoln’s 
administration fully realized its dependence upon public support for success. Direct 
and internal taxation were not popular in the United States and had long been 
unfamiliar. It seems to have been feared in July 1861, that the temper of the North 
was not yet firm enough to submit cheerfully to the onerous burden of a heavy federal 
income tax and high internal duties. Cf. C. A. MANN, Paper Money, the Root of Evil, 
N. Y., 1872, p. 148; VON Hock, of. cit., p. 455; M. B. FIELD, of. ctt., pp. 255 and 
278; J. G. BLAINE, Twenty Years of Congress, Norwich, Conn., 1884, vol. i. p. 410. 
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abroad was out of the question; for European capitalists were 
unwilling to lend.* Reliance upon a popular loan seemed 
hazardous, not only because of the ill success of recent ventures, 
but also because the market for bonds was stocked with the 
securities of several states which were negotiating war loans.” 
Circumstances seemed, then, to indicate the banks as the most 
available source from which to obtain means. 

Fortunately the course of events had been such as to render 
the banks, at least in the northern Atlantic states, unusually 
strong. In the previous November the sudden panic following 
Mr. Lincoln’s election had caused the banks to curtail discounts. 
A severe pressure for money followed and a suspension of specie 
payments was averted in New York only by the use of clearing- 
house certificates.3 But the paper held by the banks was good, 
liquidation proceeded favorably and the threatened danger passed. 
The acute pressure was followed by general stagnation. In the 
unsettled state of the country there was a general disposition to 
avoid new undertakings and to keep old ones on a most conserva- 
tive basis. The result was that the banks could make no new loans.* 

™Tt is utterly out of the question, in our judgment,” said the London 
Economist, of July 20, 1861, “that the Americans can obtain, either at home or in 
Europe, anything like the extravagant sums they are asking for: Europe won’t lend 
them; America cannot.” Zconomist, 1861, pp. 927-928. Cf. BLAINE, Twenty Years 
of Congress. Norwich, Conn., 1884, vol. i. p. 409. 

? New York and Pennsylvania had authorized loans of three millions each ; Con- 
necticut, New Jersey, Indiana and Ohio loans of two millions; Massachusetts, Maine , 
Illinois and New York City had each offered loans of one million, Iowa of $800,000, 
Michigan of $500,000 and Rhode Island of $100,000. Bankers’ Magazine (New 
York), vol. xvi. pp. 79 and 116; and Appleton’s American Annual Cyclopedia for 
1861, pp. 297, 307 and 308. 

3 Bankers’ Magazine (New York), vol. xv. p. 500; Hunt’s Merchants’ Magazine, 
vol. xliv. pp. 75-89, 196 and 327; SUMNER, History of American Currency, New 
York, 1875, p. 189; DUNBAR, Chapters on the Theory and History of Banking, New 
York, 1895, pp. 68-73. The Boston banks rejected the use of clearing-house certifi- 
cates, but allowed 50 per cent. of balances at the clearing house to be paid in a bank’s 
own notes. DUNBAR, of. cit., p. 79. Cf. “Report of the Massachusetts Bank Com- 
missioners,” Executive Document No. 25, pp. 48-50, XX XVII Congress, third session. 

4“ Inactivity, or increasing stagnation,” wrote Mr. James Gallatin to Chase in 
March, “is the characteristic of our business affairs.” Two Letters to the Hon. S. P. 
Chase, New York, 1861, p. 5. Cf. Hunt’s Merchants’ Magazine, vol. xliv. p. 787 ff. 
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During the winter difficulty was experienced in making 
collections in the southern states. In the spring many firms 
resorted to intentional failures to rid themselves of northern 
obligations,’ and in May a law was enacted directing that such 
debts should be paid, not to the creditors, but into the Confeder- 
ate treasury.2 The cessation of remittances from the South 
caused in May and June a series of failures affecting especially 
large jobbing houses.3 But, owing to the very conservative 
nature of the business that had been done in the preceding half 
year, the crash did not become general. It had the effect, 
however, of making the times yet more dull; the transactions 
of the New York clearing house declined from 129 millions in 
the second week of March, to 80 millions in the correspond- 
ing week of August. The banks were not seriously weakened 
by the failures,’ but found it still more difficult to lend their 
capital. From December 1860 to August 1861 bank loans in 
New York diminished 23 millions; in Boston the fall from 
January to July was two, and in Philadelphia three millions.® 

This decrease of loans was accompanied by a slight decline 
in circulation, a more decided increase in deposits, and a marked 
gain in the amount of specie held. Small imports—due partly 

* Hunt's Merchants’ Magazine, vol. xlvi. p. 316; American Annual Cyclopedia, 
1861, p. 312. 

2 See text of the act in American Annual Cyclopedia, 1861, p. 310. 


3 Hunt's Merchants’ Magazine, vol. xlv. p. 105. Dunn’s agency estimated the 
indebtedness of the South to the North at 300 million dollars. /é7d., vol. xvi. p. 
316. The losses of northern creditors were usually reckoned at 200 million dollars. 
Cf. Report of the Massachusetts Bank Commissioners, October 1861. Executive Docu- 
ment No. 25, p. 50, XXXVII Congress, third session; New York 7ribune, September 
18, 1861; President’s Message, December 3, 1861, in A. Lincoln, Complete Works, ed. 
Nicolay and Hay, vol. ii. p. 99. 

4See table of clearings in Zxecutive Document No. 25, p. 107, XXXVII Con- 
gress, third session. 

5’ The Massachusetts commissioners stated in October that the losses of the 
Boston banks by the repudiation of southern debts would not exceed in amount the 
undivided profits on hand. Report, Executive Document No. 25, p. 50, XX XVII Con- 
gress, third session. 


® See tables, p. 314, infra. 
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to the Morrill tariff but chiefly to the depression of trade—and 
heavy exports of grain—the result of heavy crops at home and 
poor crops abroad — combined to turn the balance of payment 
toward the United States.*| During the spring and summer 
months sterling exchange sold from two to three points below 
par in New York.? Not only was the usual drain of specie to 
Europe stopped, but the current was kept flowing in this direc- 
tion, so that, though the receipts from California declined and 
considerable amounts were sent into the interior, specie accumu- 
lated in the vaults of the New York banks to an unprecedented 
degree. In August the ratio of the specie held by the associated 
banks of New York to their deposits and circulation was 50 per 
cent.; for Boston it was 27, and for Philadelphia 39 per cent.3 
Thus the banks were unusually strong; but they were making 
little profit because the stagnation of trade gave them few 
opportunities for lending their capital. 


When, then, Mr. Chase appealed to them to assist the gov- 
ernment, the banks were both able and willing to render efficient 


aid. A conference of representatives of the New York, Boston, 
and Philadelphia banks, held August 10-17 in New York, at the 
secretary's invitation, drew up in consultation with him a “ plan 
for assisting the United States government.”* Fifty million 


* So large was the export of bread stuffs during the summer and autumn of 1861 
that it more than offset the effect of the blockade in decreasing shipments of cotton. 
The movement is somewhat concealed by the usual statements of commerce by years 
ending June 30; but appears clearly in the official table of imports and exports of 
merchandise at the port of New York by months. From January to April, imports 
exceeded exports, but from May to December there was an excess of exports, amount- 
ing to five million dollars in June, two in July, two in August, four in September, five 
in October, six in November and six in December. See tables in Hunt’s Merchants’ 
Magazine, vol. xlvi. pp. 277-281. 

? Bankers’ Magazine (New York), vol. xvi. p. 736. 

3 See tables, p. 314. 

4“Tt was greatly desired,” said one of the most prominent of the New York 
bankers, “to include also the banks of the West, but it was found unpractical to 
secure the co-operation of the state banks of Ohio and Indiana; and the state banks 
of Missouri, the only other organization under a compacted system, were surrounded 
by combatants.” Letter of George S. Coe to E. G. Spaulding, October 8, 1875. 
SPAULDING, of. cit. appendix, p. go. 
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dollars were to be advanced to the treasury by the associated 
banks of the three cities. In return they were to receive at par a 
like amount of treasury notes running three years and bearing 
interest at 7.30 per cent. Further, the banks were given the 
option of taking a second 50 millions of the notes on the same 
terms October 15, and a third 50 millions December 15." Mr. 
Chase considered the plan highly advantageous to the govern- 
ment. Inthe face of war he was borrowing money at “a rate 
of interest only 1.3 per cent. higher than the ordinary rate of 6 
per cent.”’ Besides he received 50 million dollars immediately 
to meet the pressing demands upon the treasury.?, To the banks 
the plan offered profitable employment for their idle capital.3 
The banks which thus undertook to lend the government 
150 million dollars in four months’ time had an aggregate capi- 
tal of but 119.7 millions. Although unusually strong in specie 
at the time the agreement was made, their combined coin 
reserves amounted only to 63.1 millions.« This sum would 
hardly more than pay the first installment of the loan. To pre- 
vent its being exhausted at the very beginning, it was necessary 
that the banks should be able to replace very rapidly the specie 
which they paid to the government. They counted on doing 
this in two ways: First, they would sell the securities received 
from the government to the public for cash. It was part of the 
agreement that the treasury should help in this by opening 
public subscriptions to the loan in all parts of the country. 
Second, the specie given to the government would be speedily 


"For text of this agreement see Bankers’ Magazine (New York), vol. xvi. pp. 
162, 163. 
2 Chase’s letter to Trowbridge, in WARDEN, of. ci¢., pp. 386-388. 


3G. S. Coe, letter in SPAULDING, of. ct¢., p. 90. At first the banks decided to 
divide the 50 millions among themselves in proportion to their respective capitals. 
This would have given the fifty-four New York banks 29%, the forty-six Boston 
banks 15%, and the nineteen Philadelphia banks five millions. But the Boston 
banks finally decided that they could not take more than ten millions; so that the 
New York institutions had to make up their subscriptions to 35 millions. Hunt's 
Merchants’ Magasine, vol. xlv. p. 331. 


4See tables p. 314. 
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paid out again in disbursements for the immense purchases of 
war supplies. The coin would thus be restored to the channels 
of trade, and naturally flow into the banks again. 

If the banks could collect specie in these two ways as rapidly 
as they paid it out to the government, they could continue 
indefinitely to supply the treasury with funds. But the moment 
even a brief delay occurred in the return of specie to the banks 
trouble would come. The reserves would be depleted by the 
drafts of the treasury, and suspension would be inevitable. Such 
a delay would happen if anything occurred to make the public 
slow in buying the 7.30 treasury notes from the banks, or to 
interrupt the government’s payments of specie out of the sub- 
treasury, or to prevent men from depositing again in the banks 
the coin received from the government. The situation, both of 
the banks and of the treasury, was thus very precarious, The 
plan might work well in fair weather, but in the first storm it 
was likely to collapse. Mr. Chase, however, seems to have 
been unconscious that danger lurked in the scheme. 


At the very outset the banks encountered an unforeseen 
obstacle. The independent subtreasury system required all 
dues to the United States to be paid into the treasury in coin." 
This would compel the banks to send the specie lent the gov- 
ernment to the subtreasuries, there to lie in the vaults until paid 
out in disbursements to public creditors. But provision had 
been made by Congress with the special intent of removing this 
difficulty.2. The law of August 5 had relaxed the rigor of the 
subtreasury system so far as to permit the secretary ‘‘to deposit 
any of the moneys obtained on any of the loans . . . . in such 
solvent specie-paying banks as he might select,’ and allowed 
‘‘moneys so deposited” to ‘be withdrawn from such deposit for 
deposit with the regular authorized depositaries, or for the 

* Acts of July 4, 1840, §§ 19 and 20, 5 Statutes at Large, p. 385; and of August 
6, 1846, §§ 19 and 20, 9 Statutes at Large, p. 59. 


? See the letter of Mr. E. G. Spaulding, who drafted the section in question, of. 
cit., appendix, p. 51; and remarks of W. P. Fessenden, chairman of the senate finance 
committee, Congressional Globe, XXXVII Congress, first session, p. 396. 
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payment of public dues.”* Under this law the banks expected 
that the loan to the government would be managed in the same 
manner as a loan to a private person; they would credit the 
United States with a deposit of 50 millions upon their books, 
against which the Secretary of the Treasury could draw as he had 
occasion. But Mr. Chase’s instinctive distrust of bank issues per- 
mitted no modification of the subtreasury system. He declined 
to make payments in bank checks on the ground that though 
the eastern institutions were ready to pay such checks in coin, 
their western correspondents on whom they might draw would 
possibly ask creditors of the government to accept bank notes in 
satisfaction. He therefore insisted that the loan be paid in 
specie into the vaults of the subtreasury. Much against their 
will, the banks complied.? 

Nor was this the only point in which the banks found the 
policy of the treasury an obstacle to the success of the loans. 
Beside borrowing from the banks to secure funds, Mr. Chase 
took advantage of his discretionary power to issue non-interest- 
bearing treasury notes.3 Though payable on demand in gold at 


*Section 6, 12 Statutes at Large, p. 313. 


? Secretary Chase’s reasons for refusing to draw directly on the banks are given 
in a letter to Mr. Trowbridge, WARDEN, Life of Chase, p. 387. The side of the banks 
is represented in G. S. Coe’s letter to Spaulding (History of the Legal Tender Paper 
Money, second edition, appendix, pp. 91-92); J. E. Williams’ letter to Chase of Octo- 
ber 4, 1861 (24id, pp. 97-99), and his War Loans of the Associated Banks to the Govern- 
ment in 1861, New York 1876; JAMES GALLATIN, Zhe National Finances, Currency, 
Banking, etc.. New York, 1864. Most writers have concurred in the opinion that Mr. 
Chase’s refusal was an error. Cf., Our National Finances, What Shall be Done? 
[anon.] Boston 1862; SPAULDING, of. cit., Introduction to second edition, pp. 1-4 
and appendix, pp. 51-53; F. A. CONKLING, 7bid, appendix, p. 85; J. S. GIBBONS, Zhe 
Public Debt of the United States, New York, 1367, pp. 135, 136; H. V. Poor, Money 
and its Laws, second edition, New York, 1877, pp. 562-564; HORACE WHITE, Money 
and Banking, Boston, 1896, pp. 150-152. 

3 Acts of July 17, 1861, Section 1 (12 Statutes at Large, p. 259), and of August 5, 
1861, Section 5 (zid., p. 313). During the three months, July to September 1861, 
Mr. Chase also obtained $14,019,034.66 from two-year 6 per cent. treasury notes 
issued under the act of June 22, 1860 (12 Statutes at Large, p. 79) as authorized by 
the act of March 2, 1861, section 4 (zdid., p. 178), and $12,877,750 by negotiating sixty- 


day treasury notes under the same acts. In the quarter, October to December, he 


realized $18,600 more from sales of sixty-day notes. Report of the Secretary of the 
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the subtreasuries, and receivable for taxes and customs dues, 
these notes were accepted with reluctance. To facilitate their 
circulation, the secretary and other treasury officials signed a 
paper agreeing to take them in payment of their salaries, while 
General Scott issued a circular setting forth the superior con- 
venience of paper money to soldiers desiring to send home a 
portion of their pay.*. But the banks feared the government 
paper money would drive their own issues from circulation, and 
declined to receive the demand notes except on “special 
deposit.” Should they receive the notes as current funds, 
bankers said, they would be under obligation to redeem them 
in coin on demand, and this would increase the burden which 
their reserves had to carry, and so endanger the maintenance of 
specie payments. Furthermore, the existence of a large amount 
of obligations, which the treasury might be called upon to 
redeem in coin at any moment of panic, was a standing menace 
to the solvency of the government, and in so far injured its 
credit, and made more difficult the rapid sale of the securities 
held by the banks to the public, on which the success of the 
loans depended. But it was in vain that the banks appealed to 
Mr. Chase to cease his issues. He replied, “If you can lend me 
all the coin required, or show me where I can borrow it else- 
where at fair rates, I will withdraw every note already issued, 
and pledge myself never to issue another; but if you cannot, 
you must let me stick to United States notes.”*- Unable to 
induce the secretary to alter this resolution, the banks again 
reluctantly yielded.3 

Treasury, 1861, pp. 10 and 43; cf. tdid., 1862, p. 31; Chase’s letter to Trowbridge, 
WARDEN, of. cit., p. 387; and R. A. BAYLEY, National Loans of the United States, 
Washington, 1881, p. 151. 

*Text in American Annual Cyclopedia, 1861, p. 299. 
? Letter to Trowbridge, WARDEN, of. cit., p. 388. 


3On the inconvenience caused the banks by the issue of the demand notes, see 
“Objections to Government Demand Notes, by a New York Bank Officer,” Bankers’ 
Magazine, New York, vol. xvi. pp. 353-357; letter of G. S. Coe, SPAULDING, of. cit., 
appendix, pp. 92, 93; GEORGE MARSLAND, “ The Banks and the Greenbacks,” Bank- 
ers’ Magazine, New York, vol. xxxi. pp. 173-181; BOLLES, Financial History of the 
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But though the position of the banks was weakened by Mr. 

Chase’s refusal to allow the proceeds of the loan to remain on 
deposit until paid out to the creditors of the government, and 
by his issue of paper money, all went well for a time. Mr. 
Chase appointed agents in over two hundred towns to receive 
subscriptions for 7.30 treasury notes," and issued an urgent 
address, appealing to the people to assist in making the 
‘‘National Loan” a success.? His efforts were warmly sec- 
onded by the newspaper press, which explained the advantages 
of the loan to investors, and represented subscription as an act of 
patriotism. On their side the New York banks strengthened 
themselves by putting their coin into a common fund, and 
reviving the organization entered into to check the panic of the 
preceding November. The “Loan Committee” then appointed 
under the chairmanship of Moses Taylor, was entrusted with the 
superintendence of the execution of the contract with the gov- 
ernment. It was part of the arrangement that the stock of specie 
should not be allowed to fall below one fourth of the net liabili- 
ties, exclusive of circulation and the credit given the treasury. 
In case any bank failed to maintain this proportion of reserve, 
the loan committee was directed to charge interest on the 
deficit, and to pay the interest received to the institutions hold- 
ing the highest percentage of specie. 
United States, 1861-1885, pp. 34 and 37; H. V. Poor, Money and its Laws, second edi- 
tion, New York, 1877, p. 564 ff; J. K. UpToN, Money in Politics, second edition, Bos- 
ton, 1895, p. 77; LAUGHLIN, Report of the Monetary Commission, Chicago, 1898, p. 
400; R. M. BRECKENRIDGE, “ The Demand Notes of 1861,” in Sound Currency, New 
York, October 1898, vol. v. pp. 336,337. These issues came later to be called 
the “‘old demand notes of 1861." When specie payments were suspended (December 
30, 1861) $33,460,000 were in circulation, Report Secretary of the Treasury, 1852, p. 
9. Cf. J.J. KNox, United States Notes, second edition, London, 1885, pp. 89-93. 

*See list in Bankers’ Magazine, New York, vol. xvi. pp. 308-310. 


*Text is to be found in zdid., pp. 290-292. The notes were offered at par and 
were to draw interest from August 19, but on taking the bonds subscribers were 
required to pay interest from that date to day of subscription, so that the interest 
received by the purchaser began with the date of his purchase. 


3 Report of the New York Loan Committee, ibid., vol. xvii. pp. 138, 139. Cfa 
note 2, p. 24 infra. 
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The associated banks agreed to divide the subscriptions to 
the loan between themselves in proportion to their respective 
capitals. Each bank was to pay at once 10 per cent. of its ’sub- 
scription into the subtreasury, and to place the balance to the 
credit of the government upon its books.* Consequently, the 
progress of the loan may be traced clearly in the weekly bank 
returns of the three cities. In New York the first installment of 
the loan, 3.5 millions, was paid into the subtreasury August 19, 
1861.2, Comparing the reports of August 17 and August 24, a 
decrease of 2.6 millions appears in the specie holdings of the 
banks, and a like increase in the coin held by the subtreasury.3 
At the same time the balance of the government loan was added 
to the line of discounts, increasing the loans reported by 29 
millions. Finally, the sum placed upon the books of the banks 
to the credit of the government to be drawn against produced a 
nominal increase of 27 millions in the deposits. Similar changes 
are seen on comparing the situation of the Boston and Phila- 
delphia banks on the 17th and 31st days of August. In Boston 
payments to the subtreasury diminished reserves less than 
$300,000, while discounts and deposits increased 3.6 and 4.2 
millions, respectively, in consequence of the government loans. 
The Philadelphia banks lost $600,000 in specie during the two 
weeks, and increased their discounts 4.6, and their deposits 3.7 
millions. 

But the situation immediately began to change. -The banks 
paid up the loan in installments of about five millions at intervals 
of six days. Each payment thus made into the subtreasuries 
decreased just so much the sum of the banks’ loans, and also the 
sum credited to the government as a deposit. From August 31 
to September 28 the decline of bank loans was 15 millions in 

* See text of agreement of banks with government, and proceedings of the meet- 
ing of bankers in reference to it. /did., vol. xvi. pp. 161-170. 

2“ Report of the New York Loan Committee,” Bankers’ Magazine, vol. xvii. p. 139. 

3For this and the similar subsequent comparisons, see the tables showing the 
condition of the banks of New York, Boston, and Philadelphia, p. 314. 


4Letter of G. S. Coe, in SPAULDING, of. cit., appendix, p. 92. 
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New York, two millions in Boston, and two millions in Philadel- 
phia. The corresponding decline in deposits amounted to 23.8, 
2.4, and 2.7 millions respectively. 

The point of crucial importance for the success of the bank 
loan, however, was the change in the stocks of specie held. The 
payments into the subtreasuries drained the bank reserves of 
about five million dollars a week. This loss was offset in part by 
the redeposit in the banks of money paid out by the government 
to army contractors and other creditors, and in part by sums 
received from the treasury on account of sales of 7.30 notes to 
the public through the subscription agencies —though it was not 
until September 3 that the banks received any reimbursement 
from this latter source. For the first five weeks the withdrawal 
of specie from the banks so far exceeded receipts as to cause a 
rapid reduction of reserves. From Angust 17 to September 21 
the New York banks lost 13 millions of specie. Whither the 
money had gone is shown by the contemporaneous gain of II 
millions in the coin held by the New York subtreasury. During 
the same time the Philadelphia banks lost two millions, or over 
30 per cent. of their specie. In Boston the reserves increased 
slightly for the first three weeks and the subsequent loss was less 
serious than in the other cities, being slightly less than 20 per 
cent. In New York the loan committee found that the loss of 
coin reduced the reserves of some of the associated banks below 
the stipulated proportion of 25 per cent. to net deposits, making 
necessary a reapportionment of the specie for the first time on 
the 2d of September.’ 

™* Report of the New York Loan Committee,” Bankers’ Magaszine, vol. xvii. 
Pp. 139. 

? The apportionment was at first managed by charging interest upon the deficiency 
of reserve; but on September 21 this account was closed, and “thereafter the specie 
apportionment was made by requiring the banks to exchange loan certificates for specie 
whenever their specie was less than 25 per cent. of their net deposits.” Loan certifi- 
cates drawing 7 per cent. interest were issued to banks whose reserves had fallen below 
the limit by the committee for 90 per cent. of the amount of 7.30 notes, or assistant 
treasurer’s receipts for payment on the loan, deposited with them. An issue of ten 


millions had been authorized by the banks April 24, 1861. This was increased to 15 
millions December 18; to 20 millions December 28, and to 25 millions January 20, 
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After the 21st of September, however, the tide turned. ‘The 
disbursements of the government for the war were so rapid,” said 
Mr. Coe,a New York bank president, ‘‘and the consequent internal 
trade movement was so intense, that the coin paid out upon each 
installment of the loan, came back to the banks through the 
community in about one week.’’* Such fresh deposits, together 
with the reimbursements received from the treasurer from the 
public subscription to the loan, came to exceed the payments of 
specie into the subtreasury, and the reserves consequently rose 
again. By the middle of October the New York banks held 5.5 
millions more specie than on September 21. Meanwhile govern- 
ment disbursements had reduced the specie holdings of the sub- 
treasury over six millions. In about the same period the reserves 
of the Boston banks gained 1.5 and those of the Philadelphia 
banks 1.7 millions. 

Encouraged by the gain in specie, the banks agreed to take 
a second 50 millions of the 7.30 three-year treasury notes Octo- 
ber I, fifteen days earlier than the time agreed upon, although 
they had not yet completed their payments upon the first loan.* 
There was but one ominous sign—the popular subscription 
under the management of the treasury department had not been 
an unqualified success. In the hope of stimulating the lagging 
subscriptions, the Boston banks had issued a card September 
11,saying: ‘“‘ The banks are meeting their engagements and fur- 
nishing the 50 millions with no practical inconvenience to them- 
selves or the mercantile community; and if no more money was 
required no difficulty would be experienced... .. But who is 
to furnish the next 50 millions? Are the banks expected to do 
so? If they are, the men of means, large and small, must 
1862. The total issues were $22,585,000, and the largest amount outstanding was 
$21,960,000 from February 3 to February 7, 1862. The interest amounted to $396,- 
436.32. Certificates were issued to thirty-nine of the fifty associated banks, thirty-one 
of which paid more interest than they received. All the certificates were redeemed 
by April 28, 1862. /did., pp. 142-145. 

* Letter of October 8, 1875, in SPAULDING, of. cit., appendix, p. 93. 


*Cf. Bankers’ Magazine (New York), vol. xvi. p. 397, and “Report of the New 
York Loan Committee,” idid., vol. xvii. p. 140. 
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take and pay for the first 50 millions during the present month or 
early in October —otherwise it cannot be accomplished.”* But, 
despite such appeals and the efforts of the secretary and the 
press, subscriptions became so slow, after about 45 millions of the 
first loan had been sold to the public, that the treasury agencies 
were closed and the banks undertook to dispose of the second 
50 millions themselves without the aid of the government.’ 

Changes in the accounts of the banks, similar to those result- 
ing from the first loan, followed the taking of the second. Com- 
paring the reports for September 28 and October 12, an increase 
of loans is seen amounting to 30 millions in New York, 3.3 mil- 
lions in Boston, and 3.6 millions in Philadelphia: At the same 
time, the credit given the government upon the books of the 
banks created a corresponding increase of deposits amounting 
to 32.6, 5.5 and 4.6 millions respectively. But, instead of falling 
off as in August, the reserves of the banks increased, maintaining 
a high level throughout October, November and the first half of 
December. Of course, as successive five-million installments were 
paid into the subtreasuries by the banks, their loans and deposits 
declined again after October 12, as they had after August 31. By 
November 16 (the last report made before the taking of the 
third loan) the fall of discounts in New York was Ig, and of 
deposits 18 millions. The corresponding figures for Philadel- 
phia were 2.7 and 1.3 millions; and for Boston (October 12 to 
November g) 2.3 and 1.1 millions. | 

All this time, while supplying the federal treasury with 
specie on so large a scale, the banks had also to furnish the 
usual accommodations to the mercantile community. But they 
were able to serve both the government and the public with 
comparative ease. For, as the Massachusetts bank commission- 
ers reported in October 1861, ‘‘ the prostration of business robbed 
them of their usual customers, and the operations of the gov- 
ernment, which have given rise to a new activity exerted in the 
public service, have caused the making of very little business 

* Bankers’ Magazine (New York), vol. xvi. pp. 366, 367. 

2 Chase’s letter to Trowbridge, WARDEN, of. ci¢., p. 387. 
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paper, such as banks are in the habit of discounting. Public 
contractors are usually paid in cash at intervals shorter than the 
average length of bank accommodations, and they have little 


occasion to borrow money.” * 


The last installment of the first 50 million loan was paid into 
the subtreasuries by the banks October 24, and payment on the 
second loan was begun five days later.* The operation pro- 
ceeded smoothly, the decline of the reserves being insignificant, 
and the banks determined to take a third 50 millions of gov- 
ernment securities November 16, a month before the date set 
in the agreement of August. But, because of the difficulty 
experienced in disposing of the three-year 7.30 treasury notes 
to the public, they declined to accept more of these securities, 
receiving instead twenty-year 6 per cent. bonds at a rate equiva- 
lent to par for 7 per cent.,3 in the expectation that such bonds 
could be sold at a profit in Europe.+ At the same time, the 
banks were given the option of taking on the Ist of January 1862 
a fourth loan of 50 millions upon the same terms as the first and 
second.’ In pursuance of this arrangement, the government was 
given credit upon the books of the banks for $45,795,478.48 
(the proceeds of the 50 million-dollar bonds at the given rate®)— 
increasing once more the sum of bank discounts and deposits.’ 


* Executive Document No. 25, XX XVII Congress, third session, p. 56. 

?**Report of the New York Loan Committee,” Bankers’ Magazine (N. Y.), vol. 
xvii. pp. 139 and 140. 

3 This rate is 89.322463831, Executive Document No. 25, p. 129, XXXVII Con- 
gress, third session. This arrangement was made under authority of section 7 of the 
act of August 5, 1861, 12 Statutes at Large, p. 313. 

*See the letter from a New York bank president published in the New York 
Tribune, December 25, 1861, p. 7. 

5 Report of the Secretary of the Treasury, December 1861, p. 10. 

° [bid., loc. cit., ck. Executive Document No. 25, p. 129. XXXVII Congress, third 


session. 


7 For New York the gain from November 16 to November 30 was 25.5 millions 
in loans and 25.1 in deposits. For Philadelphia the corresponding figures are 2.4 and 
3-4 millions. The Boston banks gained 3.6 millions in loans from the second to the 
fourth week of November and 3.5 millions in deposits. 
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For several weeks after the third loan was taken everything 
went well. The banks continued to pay regular installments on 
the second loan into the subtreasuries of New York, Boston and 
Philadelphia, and did not make the first payment on the third 
till December 10.‘ Meanwhile the specie reserves of the banks 
increased slightly in each of the three cities, so that by Decem- 
ber 7 the New York banks held as much coin as at any time 
since August, and the Boston and Philadelphia banks were 
actually stronger in specie than at the time when the first gov- 
ernment loan was made. 

About this time, however, two untoward events occurred. 
The first was the publication, December 10, of the annual report 
of the Secretary of the Treasury to Congress. In his report to 
the extra session of Congress in the preceding July, Mr. Chase 
had estimated that receipts from customs dues and sales of 
public land would yield during the current fiscal year (July 1, 
1861, to June 30, 1862,) a revenue of 60 million dollars, while 
the expenditures of the government would probably reach $318,- 
519,582.2, Enormous as this budget seemed, the succeeding 
months showed its inadequacy. The December report showed 
that the estimate of expenses should be increased 214 millions, 
while the estimate of revenue from customs and land sales should 
be reduced 25 millions.3 But more than this, it had been gen- 
erally felt that the plan of borrowing from banks could be only 
a temporary makeshift to serve until a permanent policy was 
matured. It was hoped that the report of December would 
present a definite plan of finance based upon adequate taxation. 
But Mr. Chase proposed taxes yielding only 50 millions,* and 
put his main reliance upon a scheme for reorganizing the banks 
of the country in such a way as to compel them to buy a large 


*“ Report of the New York Loan Committee,” Bankers’ Magazine, vol. xvii. p. 
140. 

? Senate Executive Document No. 2, pp. 5 and 8; XXXVII Congress, first 
session. 


3 Report of the Secretary of the Treasury, December 1861, pp. II and 12. 
4 Jbid., p. 15. 
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amount of government bonds.* The disappointment caused by 
the report was keen.” 

The second event was the Trent affair. November 8, 1861, 
Captain Wilkes of the American warship San Jacinto took two 
commissioners of the confederate states— Messrs. Mason and 
Slidell — by force from the British steamer Trent, plying between 
Havana and Southampton. In the United States lively satisfac- 
tion was taken in this capture, and Wilkes was dined by clubs 
and thanked by Congress. But when the news reached Eng- 
land, November 27, there was great indignation over what was 
felt to be a wanton insult to the British flag; and the govern- 
ment dispatched a Queen’s messenger to Washington to demand 
the surrender of the prisoners and an apology. Were the demand 
not complied with the English ambassador was instructed to ask 
for his passports at once. This wasa plain threat of war. Intel- 
ligence of the action taken by the English cabinet was received 
in New York on the 16th of December. As it had been reported 
that the confederates would not be released, it seemed highly 
probable that the federal government would be involved in a 
second war.3 

The receipt of the news on the 16th caused a panic in the 
New York markets. On the stock exchange government secu- 
rities fell 2-2% per cent. Shares of all kinds participated in 
the decline,* and sterling exchange rose two points. Wall 
street was filled with rumors of an agreement among the banks 
to suspend specie payments, and men with balances in banks 
commenced to turn them into special deposits.° Next day a 


* Report of the Secretary of Treasury, December 1861, pp. 17-20. 

2 Cf. “ Federal Finances Examined ” (anon.) Hunt's Merchants’ Magazine, Decem- 
ber 1862, vol. xlvii. p. 507; Appleton’s Annual Cyclopedia, 1861, p. 66; BLAINE, 
Twenty Years of Congress, Norwich, Conn., 1884, vol. i. p. 407. 

3Cf. J. F. RHopes, History of the United States, vol. iii, New York, 1895, pp. 
520-543. 

4 Bankers’ Magazine (New York), vol. xvi. pp. 558 and 491 ; and stock quotations, 
ibid. p. 559. 

5 Jbid., vol. xvi. p. 736. 


° Jbid., vol. xvi. pp. 491 and 558. 
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meeting of the associated banks was called to consider the situ- 
ation. A motion was made to suspend specie payments at once, 
but the proposal failed of adoption. Instead, in the hope of 
quelling the panic, the banks unanimously adopted a series of 
vigorous resolutions, declaring that there was ‘nothing in the 
position of the loans to the government to cause uneasiness,” 
and that they saw ‘no reason, justification or necessity for a 
suspension of specie payments.’’* 

But these resolutions availed little. While the banks con- 
tinued to pay specie into the subtreasury at the usual rate, the 
money paid out by the government to contractors and others, 
owing to the alarmed state of the public mind and the fear of a 
suspension, did not flow back as before into their reserves.? 
This cut off the chief source from which the reserves had been 
recruited. Meanwhile, the banks of Boston and the West com- 
menced to draw heavily upon their balances in New York, so 
that the deposits fell off 17 millions in three weeks.3 | To meet 
this double drain—coming from the subtreasury and the inte- 
rior banks—the New York institutions had no available resource. 
Fifty-four millions of their capital was locked up in government 
securities, which could not be sold to obtain specie; for the fall 
in the price of stocks made it impossible to dispose of 7.30 
treasury notes at home except at a heavy sacrifice,’ and the 
danger of war with England cut off all hope of negotiating the 

‘See copy of the resolutions in Hunt's Merchants’ Magazine, vol. xlvi. p. 101. Cf. 


the comment in the New York 7ribune, December 23, p. 8, and December 30, p. 8; 
New York Herald, December 19, p. 6; and New York Zimes, December 30, p. 4. 


2 Cf. letter from a New York bank president in New York 7ridune, December 25, 
1861, p. 7. 

3Cf. New York 7ribune of December 23, p. 8, and of December 30, p. 8. The 
tables, p. 314 supra, show that the Boston banks increased their specie, while those of 
New York were losing rapidly. 

4Cf. Bankers’ Magazine (New York), vol. xvi. p. 560. 


5 Most of the 7.30 notes sold by public subscription had been taken by “small 
investors, and they were already offering them in the market to an extent which 
reduced the price to 96 forthose that were indorsed and 98 for clear notes.” — American 
Annual Cyclopedia, 1861, p. 299. 
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6 per cent. bonds in Europe.*’ The result of the situation was a 
rapid depletion of the specie reserves. The week that Mr. 
Chase’s report on the finances was published the New York 
banks lost 2.9 millions of specie. The next report— made after 
the receipt of the warlike news from England—exhibited a 
further loss of 2.6 millions. During the next seven days the 
rate of depletion was even more rapid, the loss for the week 
amounting to 7.4 millions. 

Under such a drain the complete exhaustion of the reserves 
was evidently a question of only a short time. Saturday, the 
28th of December, the banks held another meeting to decide 
what measures should be taken. After a ‘rather stormy”’ ses- 
sion of six or seven hours, the resolution to suspend specie pay- 
ments upon the following Monday, December 30, was carried by 
a vote of twenty five of the institutions represented to fifteen.? 


‘ Letter from bank president in New York 7ridune, December 25, 1861, p. 7. Cf. 
the remark of Mr. James Gallatin at the meeting of bankers, December 28, 1861; 
“ We are now loaded down with government securities which we cannot sell.” — Bank 
ers’ Magazine, vol. xvi. p. 627. 

Cf. Remarks made by Mr. James Gallatin at the Meeting of Bank Officers, . . . 
December 28, 1861.” Bankers’ Magazine (New York), vol. xvi. pp. 625-631; H. W. 
DomettT, History of the Bank of New York, second edition, New York, 1884, p. 97, 
and accounts of the meeting in the New York daily papers of December 30, 1861. 

It is to be noted that suspension was rather a measure of precaution to prevent 
further depletion of the reserves than one of necessity; for on the day when suspen- 
sion was decided upon the New York banks held 4.6 millions more specie than they 
had at the commencement of the year. Their attitude was expressed in Mr. Gallatin’s 
remarks: “The government must suspend specie payments or we must, and it is only 
a question of a few days more time as to who suspends first and who shall hold the 
specie now in our vaults. If we hold it, the people and the government will be alike 
benefited. If government takes it, the whole will be expended and hoarded by a few 
people.” —Bankers’ Magazine (New York), vol. xvi. p. 627. 

At the time of suspension the account of the banks with the government stood as 
follows (2did.), p. 560: 


Subscribed to Paid in Received back Due to gov- 

loan from government ernment 
Banks of New York, $102,056,835 $81,056,835 $27,125,000 $21,000,000 
Banks of Boston, 29,159.095 23,159,095 7,750,000 6.000,000 
Banks of Philadelphia, 14,579,548 11,579,548 3,875.000 3,000,000 











$145,795,478  $115,795,478 $38,750,000 $30,000,000 


As the government had sold $44,375,000 of the first 50 millions of 7.30 treasury 
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‘The suspension of the banks [of New York] was received 
in commercial and monetary circles without surprise.”* The 
banks of Philadelphia, which had lost nearly two millions of 
specie in a fortnight, followed suit; and so did those of Boston, 
although the latter had managed to increase their reserves 1.6 
millions between the 7th and 21st of December, and had then 
lost but 1.1 millions by the 28th, leaving them with 2.3 millions 
more specie than on August 17, when the contract for the first 


notes to the public and had returned but $38,750,000 to the banks, it still owed them 
$5,625,000 on this account. Deducting this from the sum due the government, the net 
sum still owing by the banks on the loan was $24,365,000, of which $17,062,500 was 
the quota of the New York banks. The government made its last cash payment to 
the banks January 13, 1862, and the banks paid the last installment of money due upon 
the second loan January 15, and on the third loan February 4. January 24 the banks 
still owed the government $9,375,000. (Cf. “ Report New York Loan Committee,” 
Bankers’ Magazine, vol. xvii. pp. 139 and 140, and comment on the money market, zd7d. 
vol. xvi. pp. 560 and 655.) 

There was a vexatious delay in the delivery to the banks of the securities they 
had purchased. The 7.30 treasury notes for the portion of the first loan which was 
not sold to the public ($5,625,000), were not received by the banks till January 24, 
1862. The notes for the second loan were delivered in four installments between 
January 22, and February 5; and the 6 per cent. bonds for the third loan in nine 
installments between January 27 and March 5. (“Report of the New York Loan 
Committee,” Joc. cit.) 

“As fortunately as unexpectedly,” reported the New York Loan Committee June 
12, 1862, in regard to the operation, “it has resulted profitably for the associates, and 
has probably enabled them to employ their means to nearly as much advantage as 
would have been done but for the political disturbances of the country. Most of the 
government securities which have been sold by the associates, have, been sold by them- 
selves at different times, and it is not possible for your committee to state the amount 
of interest for the capital invested which has been received thereon; but the asso- 
ciates still hold a large amount of them, the market value of which is much higher than 
the price at which they were taken.” (Loc. cit., p. 148.) Beside this, the banks drew 
interest at 7.3 per cent. upon the entire 50 millions of the first loan from the 19th of 
August, upon the second from the 1st of October, and upon the third from the 16th 
of November. As they paid up these loans at the rate of about five millions per 
week, not completing the payments on the first loan till October 24, 1861, on the sec- 
ond till January 15, 1862, and on the third till February 4, 1862, they were for a 
considerable time paid interest on funds that had not left their possession. On that 
portion of the first loan sold to the public, the banks received interest from August 
19, 1861, to the dates of sale, amounting altogether to $621,290. (Jbid., loc. cit. pp. 
139-142, and Report of the Secretary of the Treasury, 1861, p. 9.) 


*New York 7riéune, December 31, 1861, p. 3. 
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government loan was taken. With the exception of the banks 
of Ohio, Indiana, and Kentucky, and a few scattered institu- 
tions, the suspension of specie payments became general.’ 

The suspension of the national treasury followed of neces- 
sity hard upon that of the banks. As Mr. Chase said, after 
the banks had ceased paying in specie, it was “certain that the 
government could no ldénger obtain coin on loans in any adequate 
amounts.”* Consequently the treasury was obliged to cease 
redeeming in coin the demand treasury notes in circulation.3 

The responsibility for the suspension of the banks and gov- 
ernment has frequently been placed upon Mr. Chase for his issue 
of demand treasury notes and his refusal to draw directly upon 
the banks in making payments. Examination of the condition 
of the banks, as shown in their weekly reports, however, hardly 
bears out this opinion. Doubtless the position of the banks 
would have been stronger had the secretary conformed his policy 


" Bankers’ Magazine (New York), vol. xvi. p. 650. 
? Letter to Trowbridge, WARDEN, Life of Chase, p. 388. 


3It has been stated in an official document that “the demand notes were paid in 
gold when presented for redemption,” and that this, with their receivability for customs 
dues, “prevented their depreciation.” (United States Treasury Department Circular, 
No. 123, July 1, 1896, p. 7.) But this is certainly an error. Mr. Chase himself said, 
“The banks of New York suspended on the 30th of December, 1861, . . . and the 
government yielded to the same necessity in respect to the United States notes then in 
circulation.” (Report of the Secretary of the Treasury, 1862, p. 7; cf. American Annual 
Cyclopedia, 1861, p. 300; and Hunt’s Merchants’ Magazine, vol. xlvii. p. 509.) More 
than this, the “old demand notes of 1861” as the issues came to be called, did depreci- 
ate in value, which could hardly have happened had they been “ paid in gold when 
presented for redemption.” Current market reports in Hunt's Merchants’ Magazine 
for 1862 and 1863 give weekly quotations of the price of gold and of “old demand 
notes.”” The latter bore a premium in United States notes, or “ greenbacks,” but a 
premium less than that of gold. The fact that there was any premium on them shows 
that the demand notes were not depreciated to the same degree as United States notes. 
But the fact that the premium upon them was less than the premium on gold, shows 
that their value was less than the value of coin, #.¢.,that they were depreciated accord- 
ing to the specie standard. Cf. Chase’s letter of June 7, 1862, recommending a 
second issue of United States notes, House of Representatives Miscellaneous Document 
No. 81, XXXVII Congress, second session; Hunt’s Merchants’ Magazine, vol. x\vii. 
p. 68; and R. M. BRECKENRIDGE, of. cit. 


4 For examples, see the citations p. 310, note 2, and p. 311, note 3 supra. 

















THE SUSPENSION OF SPECIE PAYMENTS 325 


to their wishes.? But, inasmuch as no serious trouble had been 
experienced up to the second week of December, despite Mr. 
Chase’s refusal to do as the banks desired, it seems unreasonable 
to attribute the sudden loss of specie in the last three weeks of 
December, which necessitated suspension, to the policy pursued 
by him throughout—especially when the result is so adequately 
accounted for by the depression due to the unfavorable treasury 
report and the fear of a war with England. These events made 
clear the weakness inherent in the plan of the bank loan. Sus- 
pension was inevitable whenever anything occurred to check the 
redeposit in the banks of money paid out by the treasury, and 
to prevent the banks from replenishing their reserves by selling 
the securities received from the government. A severe blow to 
the national credit would naturally produce this effect. It so 
happened that the publication of the disappointing treasury 
report and the Trent affair were the first occurrences of this 
nature momentous enough to arouse general uneasiness. Had 
there been no threat of war with England, and had the condition 
of the federal finances revealed in the report of December been 
less gloomy, the banks would probably have been able to carry 
out their program of taking a fourth 50 millions of treasury 
notes on the first of January. Suspension would then have been 
postponed, but, in all probability, not prevented. To assume 
that the banks could have continued indefinitely to carry their 
double burden—supplying both government and public with 
loans—is to assume that no serious reverse would have befallen 
the national credit ; for, as twice said, a disturbance of public 
confidence would lead to the withdrawal of deposits and the 
hoarding of specie ; the government securities held by the banks 
would become unsalable and suspension would follow. 

As it was, the specie standard was abandoned within six 
months after the Civil War had fairly commenced. The country 
was left at the beginning of the new year, 1862, with a mixed 
circulation of paper money which neither the issuing banks nor 
the federal treasury were prepared to redeem in coin. Congress 


‘Cf. pp. 309-312, supra. 











| 
! 








326 JOURNAL OF POLITICAL ECONOMY 


met the situation thus created by promptly authorizing the issue 
of legal tender paper currency under the plea of necessity. 
This act, approved February 25, 1862, inaugurated the era of 
a paper standard of value that lasted until the resumption of 
specie payments, January I, 1879." 

WESLEY C. MITCHELL. 


UNIVERSITY OF CHICAGO. 


‘General accounts of the 150-million bank loan and the suspension of specie 
payments are to be found in Report of the Secretary of the Treasury, December 1861, 
pp. 8-10; letter of Chase to Trowbridge, in WARDEN, Life of Chase, pp. 386-388 ; 
SCHUCKER’S, Life of Chase, pp. 227-231; Report of the Loan Committee of the New 
York Banks, Executive Document No. 25, XX XVII Congress, third session, pp. 125- 
142, and Bankers’ Magazine (New York), vol. xvii. pp. 136-149 (details of the man- 
agement of the loan by the New York banks); GEORGE S. Cok, letter of October 8, 
1875, to E. G. Spaulding, in latter’s History of the Legal Tender Paper Money, second 
edition, Buffalo, 1875, appendix, pp. 89-96; republished under title, “ Financial His- 
tory of the War” in Bankers’ Magazine, vol. xxx. pp. 536-544 (written from point of 
view of the banks, as is the next also); J. FE. WILLIAMs, 7e War Loans of the Asso- 
ciated Banks to the Government in 1861, New York, 1876; American Annual Cyclo- 
pedia, 1861, article, “Finances of the United States,” and pp. 61-66 (impartial) ; 
“Federal Finances Examined” (anon.) Hunt's Merchants’ Magazine, vol. x\vii. 
pp. 505-507 — (criticism of Mr. Chase); VON Hock, Die Finanzen und die Finanz- 
geschichte der Vereinigten Staaten, Stuttgart, 1867, pp. 442-446 (deficient in informa- 
tion); W. A. BERKEY, Zhe Money Question, fourth edition, Grand Rapids (Michigan) 
1878, pp. 154-158 (Version of the “greenback” party); BOLLES, Financial History 
of the United States, 1860-1885, pp. 20-42 (loosely written) ; W. G. SUMNER, story 
of Banking in the United States, New York, 1896 [vol. i. of History of Banking in all 
Nations), pp. 458-461 ; LAUGHLIN, Report of the Monetary Commission, Chicago, 1898, 


pp. 401-404. 

















ORGANIZED LABOR AND ORGANIZED CAPITAL.’ 


A CERTAIN United States senator, not many years ago, won 
considerable notoriety by saying that he did not believe that one 
man ever honestly earned $100,000. Bellamy has said that, just 
as if we found a small boy with a thousand dollars in his pos- 
session, we would suspect him of having come by it dishonestly, 
so, when we see a man with a million dollars, we can similarly 
guess that he has got a great deal of other people’s property. 

In reply to these the author of Zhe Laborer and the Capitalist 
says: 

Jones stands before a mountain rich with ore, but he is timid and doubt- 
ful; the opportunity looks like a good one, but he does not feel quite certain. 
He attacks the mountain, but not resolutely. He employs, say, ten hands, 
pays each $2 per day, and realizes a profit of twenty cents on each hand. At 
the end of twenty years he is worth $12,000. 

You attack the same mountain at the same time, but you are resolute and 
daring; you see your opportunity, and doubt not. You engage a thousand 
hands, pay each $2 per day, and if the mine yields as well for you as for 
Jones, your profit will be $200 per day. At the end of twenty years you 
will be worth more than a million dollars. 

Now, how can it be said that you have not earned your million honestly 
as Jones has earned his twelve thousand? You have paid the same rate of 
wages. The difference in wealth simply represents the difference in courage, 
in enterprise, in sagacity, and in the number of hands employed. Therefore, 
should society take hold of your neck, as Bellamy suggests, and ask you to 
account for having a hundred times more wealth than Jones, you can answer 
that you have transacted a hundred times more business, and employed a 
hundred times more labor, or done a hundred times more for wage-earners, 
which means the same. 


One more point may be added to Mr. Willey’s argument. 
If one man is earning, by his profit on the labor of ten men, $2 a 
day for himself, and the other by his profit on 1000 men is 
earning $200 a day, which of the two is, in the face of the 
situation, the better able to increase the wages of his men? 


‘From an address delivered at 124 Rush street, Chicago, on March 14, 1899. 
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The former, if he increases the pay to each man by 15 cents 
a day will have only 50 cents a day for himself. The latter can 
increase wages by the same amount and still have $50 a day. 

There is, of course, a converse to this proposition, but the 
point to which attention is drawn now is that there is no intrinsic 
reason why the large employer of labor should be unable to pay 
at least as good wages as the one who employs only a few hands. 
The concentration of the employing power in few hands ought 
not, prima facie, to be any outrage on, or cause of offense to, the 
wage-earner. Onthecontrary, it is evident that it ought to be—or 
might be—a blessing. Unfortunately it is not the uses, but the 
abuses, of powers and opportunities that human laws are framed 
to regulate. We all know that nothing can be so bad as the best 
thing misused. Corruptio optimi pessima. But the fact that the 
lodgment of a large employing power in the hands of one man 
or of one corporation may work great wrong, does not constitute 
a valid argument against such lodgment. On the contrary, the 
mere statement of the fact implies equally the possibility of 
great benefit. It may be wise, instead of railing against the 
system, to cast about for means by which that benefit may be 
made active while the danger of misuse and wrong is guarded 
against. Let us take a brief survey of history and see how 
labor and the laborer have come to be what they are today. 

To whatever country or people we go, whatever social system 
we may find existent today, if we trace the stream of history back 
far enough, we come ultimately to one thing—slavery. Some- 
body — Maine I think — has said that slavery is as old as human 
nature. Probably this is true. Assoonas man began to have the 
desires of man, he began to make another minister to his comfort 
and do his work,—not by persuasion or by contract, by wages or 
by barter, but by the coercion of brute force. Individual slavery 
undoubtedly came into existence with individual laziness, and 
with the difference in individual physique. As an institution 
slavery is found in every people as soon as it ceases to be 
nomadic. Nomadic tribes found slaves a burden in their wander- 
ings; so captives of war (with the possible exception of some 
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of the women), were usually killed. When a people became 
sedentary it found a use for slaves in the tilling of the land and 
the pursuit of manual crafts ; so it ceased to kill its captives and 
kept them to do its work. In acertain sense, therefore, slavery 
was in itself an improvement over the system which preceded it, 
in proportion as it is better to let men live even the hardest life, 
than to kill them outright. 

When we in this country speak of slavery we are in danger 
of thinking of only one aspect of it —the aspect in which it has 
played so momentous a part in our history — the enslavement by 
a superior white race of an inferior black one. We are in dan- 
ger of failing to realize how large a part slavery has played in 
the history of the world—the slavery of large parts of all races, 
white or black, either to other races or to their own sovereigns, 
leaders, or lords. We are all aware that the pyramids of Egypt, 
and the great wall of China were built by the labor of slaves. 
We less easily recall the fact that the monuments of Greece and 
Rome —so far as the manual work on them went—are products 
of slave labor also. We have to make something of a mental 
effort to grasp the fact that until almost the beginning of the 
seventeenth century in England one man could (and did) not 
only hold another for his slave, but if he tried to run away he 
could brand him on the cheek with the letter ‘‘S” and fasten 
collars of iron around his neck or arm. And if the slave—an 
Englishman—a white laboring man—resisted punishment, he 
could be turned over to the public authorities to be executed 
as afelon. A law, specifying all these facts, was enacted by the 
British parliament in 1540 in the days of the gentle king Edwarrd 
VI. 

Not only in the middle ages, but up to what we regard as 
comparatively modern times, the greater part of the most civi- 
lized peoples were ina condition of either mitigated or abso- 
lute thraldom—slavery, or serfdom, or villenage—either legal 
or actual—to their immediate superiors, their territorial lords, 
or their sovereign. 

It is difficult to tell at what precise time in any country, 
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slavery became finally merged into the milder forms of villen- 
age, or at what date the existence of these milder forms them- 
selves came to be more than a legal fiction. In England an 
act of enfranchisement is on record in 1567. In Scotland certain 
workers in mines were in a state of slavery till the reign of 
George III. The Emancipation Act, providing for their gradual 
emancipation, went into effect the year before the Declaration 
of Independence was signed, and even into the reign of Queen 
Victoria there still lived many Scotch mine-workers who had 
been slaves in their younger days. In Germany slavery slipped 
into villenage somewhere in the thirteenth century, and villenage 
was not extinct until fifty years ago. But dates are immaterial. 

The vital fact is that in the older states of society, the work- 
ing classes were slaves. In considering, historically, the con- 
dition of the laboring classes in any country today —whether 
here, or in England, or in other civilized countries—we must 
first grasp the fact that these classes are the direct descendants 
of the slave class. I do not, of course, mean that each, or any, 
individual working man here or elsewhere is the lineal descend- 
ant of slave ancestors. By far the majority of them—and of 
us—are, in whole or in part. But, setting the individual aside. 
the wage-earning class until a comparatively short time ago was 
a slave class. The manual work of the world was done by 
slaves, and the evolution of the slave into the free working man 
of today has been rightly said to be the most important differ- 
ence between the social life of present and of older times. 

Not only that, but economists generally agree that it was 
only the fact that the mass of the people were slaves, and there- 
fore compelled to work, that made the growth of the modern 
industrial system possible. It is a rather discouraging commen- 
tary on the inherent indolence of man that in no country has 
productive industry ever developed itself by voluntary effort. 
There is no reason to believe that man would ever have acquired 
the habit of methodical labor —that any class of society would 
ever have subjected itself to the necessity of working a given 
number of hours every day —had it not been that the slave 
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masters or slave owners made labor compulsory. Industry never 
came naturally to man. The great machinery of work, to which 
we are all subject today, is only the perfected engine of the 
slave master. 

It is in the middle of the fourteenth century, in the reign of 
Edward III, that we find in England the first specific legislation 
in regard to wages. It is not necessary, and would create a 
wrong impression to give the actual sums of money which repre- 
sented a day’s wages then. The sums were ridiculous ; but the 
conditions of society and the purchasing power of money were 
so different from anything that exists today, that comparison 
cannot be intelligently made, and must convey only misappre- 
hension. But the spirit of the old laws is full of interest. 

This specific act was passed under curious conditions. Pesti- 
lence had created such mortality in the land that the labor 
market was seriously affected. It was therefore enacted that 
any man “not having his own whereof to live, nor land about 
whose tillage he might employ himself’’ was bound to work for 
anyone who offered him wages based on the scale which had been 
customary five or six years previously —7z. ¢., before the scarcity 
in the labor market became felt. No man was allowed to offer 
more than that scale of wages. Anyone who did so could be 
sued and made to pay a fine of three times the amount which he 
had promised. 

Ten years later another law (applying especially to masons 
and carpenters) forbade certain specific acts on the part of the 
workman, and declared that he “shall be compelled by his 
master, whom he serveth, to do every work that to him per- 
taineth to do.” Further and more stringent legislation followed 
in 1425, under Henry VI. A century later, in 1540, was passed 
the law to which reference has already been made. A vagabond 
or serving man out of work could be made to work for anyone 
who offered him competent wages. If he ran away he could be 
branded with an ‘‘S” on the cheek and made his master’s slave 
for life ; the master could put a ring on his arm or neck ; diso- 
bedience was punishable by whipping; if he resisted he could 
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be executed as a felon. This act was repealed a few years 
later. 

The Statute of Laborers, in 1562, practically consolidated in 
one act all former statutes, and in addition prescribed the hours 
of labor for “all artificers and labourers ’’—z. ¢., all skilled and 
unskilled workmen. In winter the hours were from sunrise to 
sunset. In summer from 5 A.M. to 7:30 P.M. with two and one- 
half hours for meals and rest, or twelve hours of labor a day. 

Up to the beginning of the eighteenth century there was 
frequent legislation on similar lines, and it was not until 1742 
(or ten years after the birth of George Washington) that there 
was any legislation that showed a variation from the spirit 
which had inspired all acts until that time. 

What was that spirit? 

The laboring population of England were not slaves. They 
had even evolved from the condition of serfdom as individuals ; 
but as a class they were still bond. The man who had not prop- 
erty to support himself in idleness, or did not own or rent land, 
was, if out of work, compelled to go into the service of any 
man who needed him and was able to pay the regular wages. It 
was with great difficulty that he could move out of the neigh- 
borhood in which he lived. He could not leave the employment 
of one master to go to another, without proper consent and 
release. There were penalties for ‘“ breaking loose” (or run- 
ning away) from employment, and a whole system of “ correc- 
tions’’ or punishments was instituted, to be inflicted by the master 
himself, or at the ‘‘ Houses of Correction”’ established for the 
purpose, the punishments ranging from whippings to terms of 
imprisonment with hard labor. The whippings, as an old act 
specified, were to be done at the tail of a cart in public “till his 
body be bloody by reason of such whipping.” 

In 1742 at last we find some legislation empowering justices 
to entertain complaints in regard to non-payment of wages, etc., 
made by servants and providing for the infliction of fines upon 
the master. For the first time we find labor for wages regarded 
not as a compulsory condition imposed upon the servant by the 
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master, but as a matter of arrangement presumed to have been ie 
voluntarily entered into on both sides and under which the ser- 
vant had individual rights. 

This act remained in effect until well into the present cen- 
tury —till 1838—when a new statute somewhat enlarged its 
scope, covering various forms of breach of contract of employ- 
ment not considered by the earlier act, jurisdiction over which 
was vested in the justices. The penalties against the employer 
were fines; against the servant they might be fines or imprison- 
ment. 

The rural English justice of the earlier half of this century 
was not a person whose interpretation of the law commanded 
the highest respect. It is not surprising that the injustices 
against servants were frequent, and the complaints many and 
loud; yet it was not until 1867, or only thirty years ago, that a 
select committee of the House of Commons was appointed to 
examine the whole subject. On their report the “‘ Master and 
Servant Act” of 1867 was based. It took away the summary 
jurisdiction of the justices and provided that all cases arising : 
under it should be heard in public before two or more magis- 
trates ; and should be by regular procedure of summons. Also, 
for the first time, the law did not permit the imprisonment of a 
servant for leaving his master’s service ; but limited his punish- 
ment to fines. 

This was less than thirty-two years ago. But not until eight 
years later —in 1875 — were the proceedings against a workman 
for breach of contract divested entirely of their penal character. 
Only then was it at last established that suit on either side could | 
only be brought as a civil proceeding to compel performance of 
a contract or to recover damages. Then for the first time — 
less than twenty-five years ago-—were employer and workman \ 
placed under equal laws. For the first time the master who 
broke contract with his man was regarded as equally guilty with iy 
the man who broke contract with his master. Most significant 
of all, for the first time in English law the terms ‘‘ employer” 
and “‘workman”’ took the place of “ master’’ and “ servant.” 
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Thus, we have traced the evolution of the workingman 
through the centuries, first the slave to be bought and sold as 
any other chattel; then the serf not salable, but bound; then 
the servant, nominally free, but chained to one locality and com- 
pelled to labor for whoever would pay his wage, whipped and 
thrown into prison if rebellious, branded as a slave if seeking to 
run away; then the workman, with some rights of contract which 
an employer must respect, but still legally an inferior being by 
whom breach of one part of a contract was a felony; finally 
within this present generation, at last a free man equal with his 
employer before the eye of the law. 

Let me call your attention to one concluding fact. For some 
years past legislation on labor matters has been almost solely 
directed to giving the workman something more than an equal 
footing — some advantage in his relation to his employer. It 
took some centuries for society to reach the point of regarding 
the laborer as a free man entitled to contract for the sale of his 
labor on equal terms with his employer. No sooner was this point 
reached, however, than it was found that however equal the two 
parties might be in theory, in fact the workman remained at a 
disadvantage. Let us very briefly review the principles which 
are at the foundation of the economic theory of labor. 

First, labor is a commodity. The workman lives by selling 
his labor just as a florist lives by selling flowers or a shoemaker 
by selling shoes, but — 

Second, there is this great difference, that the laborer and his 
labor are inseparable. It makes no difference to the florist where 
his flowers go when bought, or to the shoemaker whither you 
walk, once the shoes are on your feet and paid for. It makes 
all the difference in the world to the laborer where his labor has 
to be performed. 

Third, the laborer must sell his labor. The florist or the shoe- 
maker has some stock in trade, some capital to live on, even if 
he fails to make an immediate sale. At the worst, he can finally 
fall back on his labor. The man who is already selling his labor 
has nothing behind*him and must either sell or starve. He 
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cannot, as a rule, refuse an unfavorable offer and wait for a 
better market. He has to sell at the present moment to earn 
his living. 

This puts the laborer at a real and serious disadvantage as 
compared with the other party to the contract. Society has recog- 
nized this and by legislation in the last few decades has tried in 
many ways to place him on an equal footing and make the equal- 
ity real as well as nominal and legal. Laws have been framed 
providing that he must not be made to work under unsanitary 
conditions, limiting the hours of labor, prescribing limits of age 
and various conditions under which women and children can be 
hired to work for wages ; forbidding employers to pay their men 
in goods from stores owned by themselves ; enlarging the lia- 
bility of employers for damages for injuries received by the men 
in their employment from machinery, etc. 

It took society some centuries, as I have said, to say to the 
laborer—‘‘ Yes ; you are free and at liberty to make a contract 
to sell your labor to anyone you please on such terms as you 
may agree upon. We will hold him to his contract as well as 
you.” Now society goes further still :—‘‘ Yes ; we see that in 
many ways you cannot contract freely, so we will help you and 
give you some points of advantage and put some burdens on the 
other party.’’ For centuries the world said, ‘‘ The laborer is a 
slave; for centuries more it said, ‘‘ He is free, but an inferior 
Then—only for a generation—it said, ‘He is the 
equal of his employer.’’ Today it cries out with shame to see 


being. 
that he is not the equal! 


Let us now turn from the individual workingman to the 
workmen or servants in the mass and see, if we can, what part 
they, by combination with their fellows, have been able to bear 
in their own emancipation. There were “strikes,” it is believed, 
in the days of the Pharaohs. There were uprisings of the 
slaves in other countries besides Greece and Rome. + But it is 
only the legal and constitutional warfare of the countries whose 
history gives us legitimate precedent that need interest us. 
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Under the English common law all combinations to regulate 
employment between master and servant are illegal. As far 
back as 1360, we find the law declaring null and void all ‘“alli- 
ances, covenants, conjugations, chapters, ordinances, and oaths,”’ 
among servants. From that time to the beginning of the 
nineteenth century there were passed over forty acts of Parlia- 
ment, each one explicitly forbidding what we know as a “ trade 
unions” or “labor organizations.’’ Whatever liberty an individual 
might have to contract regarding the conditions of his service— 
a liberty which as we have seen was continually growing through 
the centuries—as soon as two servants or more joined together 
and agreed to work only on specified conditions, that act was a 
misdemeanor. Whether the agreement had reference to wages 
or hours of labor or the conditions of service or the use of tools 
or machinery — whatever its bearing —it was a criminal con- 
spiracy ; a conspiracy in restraint of trade, and as such abhor- 
rent to the spirit of the law. 

In the closing decades of the last century began the wonderful 
awakening of our modern industrial life —the invention of the 
spinning jenny by Arkwright, and the discoveries of Watt, 
which opened the way to all the amazing revolutions which 
steam has worked in the world. With the new conditions arose 
the factory system, under which large numbers of workmen 
were brought together in common employment in single estab- 
lishments, and the labor problem suddenly assumed a new and 
alarming aspect. The sanitary conditions of the early factories 
were abominable; the hours of labor were almost intolerable ; 
wages were inadequate, and the treatment of the servants by the 
master, according to our ideas, was inhuman. No laws could 
hope to prevent the workmen, now brought in close contact 
with each other in the same factory, or in neighboring factories 
in the same town, from combining together to protest against 
such conditions. But as the laws sought to prevent them, it 
was necessary that the combinations be made in secret. So 
among the factory population sprang into existence a network 
of secret societies, so numerous, and in the eye of Parliament so 
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dangerous, that in the year 1800 an act was passed forbidding 
participating in such a society and providing that any man 
found guilty of joining one could be convicted before a single 
justice and sentenced to imprisonment. 

In the earlier years of the present century England went 
through a period of great industrial depression. The discontent 
of the working classes became so clamorous that in 1824 a 
select committee of the House of Commons investigated the 
whole labor question, and reported that the existing laws against 
the combination of working men produced only irritation and 
discontent. On the recommendation of that committee there- 
fore, the laws forbidding such combinations were repealed. The 
result, in the tremendous impulse which was given to labor 
organization, so terrified Parliament and the country that one 
year later, in 1825, another committee was appointed, on the 
recommendation of which, the action of the previous year was 
nullified, the act stating in the preamble that combinations of 
workmen were ‘injurious to trade and commerce, dangerous to 
the tranquillity of the country and especially injurious to the 
interests of all who were concerned in them.” The effect of 
this act was to leave the common law of conspiracy in full effect 
against all combinations in restraint of trade, except such as 
were expressly exempted from its operation. It was permitted 
to workmen to meet and consult as to what wages they them- 
selves, t. ¢., those actually present at the meeting, would accept. 
But anything like a modern trades union was illegal and as late 
as 1834—only sixty-five years ago—six men were convicted 
and sent into penal servitude for being parties to such an 
organization in secret. 

It was not really until 1871, that trades unions as they exist 
today were sanctioned and protected by English law, and the 
principle was recognized that it was not illegal for men to do in 
combination anything which they might legally do as individuals. 

Here we see in regard to combinations of laborers, a process 
of development on a line exactly parallel to that which we 
traced in regard to the individual laborer. First, all combinations 
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are regarded by the common law as illegal. For centuries 
we find everything approaching labor organizations held to be 
criminal. Up to the middle of the present century we find them 
regarded as “injurious and dangerous to the tranquillity of the 
country.” Slowly wesee them winning toleration and recogni- 
tion, till at last all semblance of legal disability is removed. 

And again I wish to call your attention to one concluding 
consideration. The ground on which labor combinations were 
originally forbidden was that they were in “restraint of trade”’ 
by raising the price of labor. There are still laws directed 
against combinations in restraint of trade. But they are not 
directed against combinations of workingmen. The most famous 
of such recent laws is the Sherman anti-trust act of 1890. 
‘“Every contract, combination in form of trust or otherwise, or 
combination in restraint of commerce or trade * * * * is 
hereby declared illegal.’’ Society does not now set its face 
against conspiracies of laborers to injure or restrict the trade of 
the community, but against the employers. So broad are the 
terms of the act just quoted that it has often been pointed out 
that they would in fact, if strictly interpreted, operate to forbid 
labor organization. But no attempt has been made to prove 
that point —for the simple reason that it is assured in advance 
that, if it was found that the law did forbid such combinations, 
Congress would promptly amend it. 

Once more note the change in the point of view. As for 
centuries society regarded the laborer as a slave and an inferior 
being, and now turns its attention only to placing him on some- 
thing better than equal terms with his employer, so in regard to 
combinations of laborers, after for centuries treating them as 
illegal and in restraint of trade, it now tightens the restrictions 
on all other combinations in restraint of trade, but exempts the 
combinations of labor. 


Let us now turn our faces away from the laborer to the 
employer — from the combinations on which the law once 
frowned, to those which it forbids today. 
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What is a “Trust?” A trust is technically a combination 
of companies or trading corporations for the purpose of controll- 
ing prices and business. 

Suppose that all the wheat-growing land of the United States 
was owned by twenty companies, and no one else could grow 
wheat because those companies owned all the land. Suppose 
that each of the companies grew all the wheat that it could, so 
that every acre of practicable land in the country was producing 
wheat to its full capacity. The result would be that there would 
be more wheat grown than could easily find a market. Each 
company would struggle desperately to sell its wheat, knowing 
that someone must be left with wheat unsold. In that struggle 
the companies would underbid each other and the price of 
wheat would be reduced to a minimum. Sooner or later it 
would fall below the cost of production and all the companies 
would be ruined. Perhaps, however, they would see this end 
approaching, and combine. Each company would appoint one 
member on a common board. To that board all companies 
alike would surrender the voting power of their companies but 
not their share of profit. The board controlling the voting 
power of all companies would then proceed to reduce the output 
of wheat. It would stop the cultivation of the least productive 
lands, growing wheat only on those on which it could be grown 
at least cost and limiting the amount grown to a quantity just 
sufficient to fill the demand —as much as could be sold and no 
more. There would be a great reduction in expense and no 
cutting of prices. The profit to all the companies would be 
vastly increased. 

This would be a trust. And so far we see nothing harmful 
about it. 

But, having complete control of all the wheat produced, why 
should the trust be content with a reasonable price? Who 
could prevent it from doubling, trebling the price or putting it 
as high as it pleased? It would be in its power to make the 
price of wheat so high that only the wealthy could eat bread. 
It would not do that, for that would defeat its own object. But 
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there would be grave danger that the trust would put the price 
just as high as it could be put without preventing sales— that 
is at the point where it would produce the greatest aggregate 
profit. And it is certain that in doing so it would inflict tremend- 
ous hardship on the masses of the people. 

We have imagined an impossible case—a trust organized to 
control a monoply of the staple life-giving article of diet. But 
the principle of one such trust is that which underlies all, and 
while no other trust could perhaps work so great an injury to 
society as could a trust controlling absolutely the wheat supply, 
it is evident that any trust which controlled the entire output of 
anything might work some injury in proportion to the importance 
to society of the article which it controlled. Thus the principle 
of the trust which aims to prevent competition is held to be 
vicious. 

Personally I do not know of any case wherein consolidation, 
combination or the organization of a trust has in the present day 
succeeded in establishing a monopoly of, or the entire control 
over, anything, except most temporarily. We have no evidence 
that, in these days, the commercial monopoly is possible of any 
commodity of large consumption, and not subject to very narrow 
limitations, either of geographical area or other natural conditions, 
in its production. Innumerable failures create a presumption 
against its possibility. If it were accomplished it is improbable 
that it could be made oppressive to the public. If it ever did 
become oppressive, there need be no fear that the public would 
not be abundantly able to protect itself, for the creature never 
yet was greater than the creator. 

We are just now passing through a period of very rapid con- 
solidation of industrial forces. It is not necessary here to explain 
why the various great combinations which are now being formed 
are not, in the proper sense, trusts; but it may be worth while, 
in view of the general expression of alarm and apprehension as 
to the effects of these combinations, to remark that hitherto such 
combinations have operated to the benefit of society and not to 
its injury. The combination of the capital of many individuals 
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in stock companies has been the most powerful factor in the 
work of civilization, and there is yet no evidence that such com- 
binations can be made too large. Instead of being an instrument 
of monopoly, the company or trading corporation was in its 
whole origin and essence a protest against monopoly. It came 
into existence as a means by which the poor and the people of 
moderate fortune could have their share in large and profitable 
ventures, which had formerly been the privilege only of the 
rich. 

The corporation, in the form in which we know it, seems to 
have been a Roman idea. Rome in her later days had, under 
the name of collegia or colleges, the counterparts of each form of 
our modern corporation; but that form of private corporation 
which is now known as a Joint Stock Company—or simply as a 
company—did not assume prominence until the South Sea days, 
about the year 1715; and it may be worth while to go briefly 
over its history. 

In an early stage of society it is evident that the trading and 
bartering must be done by individuals. The condition would 
very soon arise, however, when two or more individuals would 
agree to “go shares” in a particular venture. Thus came the 
first partnership. It was easy to extend the co-operation from 
one venture to the conduct of a business and so men became 
partners for definite terms or for the length of their business 
careers. Two men might be associated or three or four; but 
when an enterprise of any magnitude presented itself it would 
soon become desirable to associate together perhaps twenty. 
But a partnership of twenty became very unwieldy. Each mem- 
ber was liable for all the debts of the united concern; and, more- 
over, in any legal proceeding the consent, signatures or presence 
of all twenty would be necessary. Also partners would die. 
What was needed was an arrangement by which such an associa- 
tion of a number of people could entrust the business to the 
management of a few, and share only according to their original 
proportionate investment in both the profits and the debts or 
losses of the concern, an arrangement also which could not be 
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disturbed by the death or withdrawal of an individual partner. 
This is the field which the Joint Stock Company fills, the stock- 
holders furnishing the capital, leaving the management to the 
directors and officers, taking their proportionate profits in divi- 
dends and being liable(in different measure under the laws of differ- 
ent states and countries) for only a part of the losses or debts in 
proportion to their individual holdings. By this means fifty 
poor men could associate themselves and embark in enterprises 
as large as any rich man could undertake.’ 

It was in 1711 that Queen Anne granted a charter to the 
Governor and Company of Merchants of Great Britain for Trad- 
ing to the South Seas. The capital was 10 and later 12 million 
pounds —60 million dollars. By various means which need not be 
described the stock was “boomed” till it sold at a premium of 
1000 per cent. and a mania for speculation seized all England. 
Subscriptions were opened for stocks of all manner of companies, 
of which over 200 were organized within a few months. Some 
of these acquired obsolete or worthless charters already in exis- 
tence and pretended to trade under them. Many went through 
no form of law at all. ‘Any impudent impostor” says a writer 
of the day ‘“‘needed only to hire a room at some coffeehouse 
and open a subscription book for anything, having first advertised 
it in the newspapers of the preceding day, and he might in a few 
hours find subscribers for one or two millions of imaginary stock.’ 
Compared to the insanity which reigned then, allowing for the 
difference in the size of the commercial world then and now, the 
greatest excitement which this country has seen this winter was 
flat stagnation. Among the companies then floated was one 
“for making salt water into fresh;” one ‘for a wheel for per- 
petual motion;” one “for insuring to all masters and mistresses 
the losses they may sustain by servants” and one “for melting 
sawdust and chips and casting them into clean pine boards, free 
from knots.” 


*It should be said that historically the first corporations, in Rome probably, and 
in England certainly, were not organized for purposes of trade but for religious, chari- 
table and administrative purposes. The idea was easily translated to the field of com- 
merce when the need of it for trading purposes made itself felt. 
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In 1719 Parliament passed the Bubble Act, by which all 
these companies were pronounced “illegal and void ” and were 
declared public nuisances. It is strongly suspected that the act 
was passed at the instigation of the South Sea Company, which 
wished, by killing off all rivals, to confine investment and spec- 
ulation to its own securities. The act succeeded in checking the 
mania and causing a panic in which not only all the other com- 
panies collapsed, but the South Sea Bubble itself burst. 

This law remained in force until 1825, although it did not 
prevent the organization of companies. The commercial world, 
civilization itself, had need of them, and no law could keep them 
out of existence. Then came various laws permitting the 
formation of joint stock companies by letters patent, and under 
special acts of Parliament; but it was not until 1844 that all 
persons were enabled to obtain certificates of incorporation 
under a general law, without a charter or a special act, and not 
until 1855 that the limitation of the liability of members of such 
companies for debts of the concern was recognized by law. A 
high authority has thus summarized the process of evolution of 
the joint stock company: “ Partnerships in the eye of the law, 
they are looked upon by the legislature as false pretenders to 
the character of corporations. They are at first denounced as 
nuisances, then tolerated and gradually relieved one by one from 
these legal incidents which impede their functions in the organiza- 
tion of commerce.” 

It is not necessary here to go in detail into the processes by 
which a corporation came to be regarded in law as a person, 
capable of suing and being sued. The essential features of a 
corporation are, as Chief Justice Marshall said, its “‘immortality 
and individuality,” the attributes by which ‘‘a perpetual succession 
of individuals is capable of acting for the formation of a par- 
ticular object, like one immortal being.’ In the United States 
the corporation has been a most powerful factor in making 
possible that national development, that growth of American 
trade and commerce, which in a few years has placed us in the 
front rank of the nations of the world. President Elliot has 
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affirmed that the corporation has been of tremendous value as 
an agency for training people in the virtues of fidelity and 
loyalty. ‘‘ Though no longer an exclusively democratic agency, 
it has,” he says, ‘‘given strong support to democratic institu- 
tions.” 

In all its aspects, instead of being an instrument of monopoly, 
the corporation always has been, and is today, the chief opponent 
of monopoly ; instead of capitalistic it is inherently and actively 
democratic. 

It was the growth of the modern commercial spirit that 
made monopolies in the true sense impossible. A monopoly 
was a grant by the sovereign to an individual of the exclusive 
right to manufacture or sell a given commodity. The practice 
of giving monopolies as a reward to favorites seems to have 
been very ancient, but the first English record dates back to 
1340, or to about the same time as the first known legislation on 
the subject of wages. Queen Elizabeth, with her other charm- 
ing weaknesses, was a notorious offender in the recklessness of 
her monopoly grants, and her tender-heartedness in this regard 
brought her into frequent and bitter conflict with Parliament, 
much to her ultimate discomfiture. In 1623 the Statute of 
Monopolies was passed, making all monopolies illegal, except 
such as might be granted by Parliament or had regard to some 
new process of manufacture or invention. Parliament, since 
then, has never granted any, and on the exception in favor of 
inventions the whole modern patent system, a system of limited 
monopoly, is based. 


Now, let us gather up the various threads that we have 
picked out and, weaving them together, see what kind of a 
pattern they make. 

The simile which compares the growth of human progress 
to the development of a coral reef is familiar, and indeed is very 
just. We are only coral insects. We can add to the reef, and 
by all means let us make our addition rightly. Let us be assured 
that what we build is firmly cemented to, and is a natural 
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excrescence from, the main body of the growth, else will our 
labor be washed away and crumble. 

It is terrible to hear of an individual strike or labor riot, 
culminating, perhaps, in the loss of human life. We are filled 
with indignation at the brutality of an employer or the reck- 
lessness of a labor leader, and we cry out for the abolition of 
labor unions, or demand the restraining of insolent capital which 
seeks to enslave the laborer. But let us stop and think. 

Is there any danger that the laborer will be enslaved? He 
was enslaved once, and all the laws that Parliament could frame 
or monarchs decree could not keep hima slave. Slowly through 
the centuries we see him groping his way, crawling at first, then 
gradually raising his form till he stands firmly erect on his feet, 
the equal of his master. An individual strike or riot is only a 
bubble or a ripple on the surface of the stream. We see or hear 
it, but we do not see or hear the sweep of the movement of the 
deep waters below. 

Are labor unions to be abolished ? Once they did not exist ; 
but laws could not keep them out of life. Slowly they quickened 
and moved and grew until today, from suffering persecution and 
laboring under distrust, they have come to be one of the great 
forces in our modern social, political, and industrial life. They 
number their members by millions, and they pay out millions 
annually for the relief of their own sick, in support of the injured 
and of the widows and orphans. They set their powers against 
drunkenness and immorality, they encourage thrift and education, 
they raise the level of the service and of man. Their powers 
are subject to abuse—the medicine may be used as poison. 
No city has better cause to know that than Chicago, with the 
mémory of the strikes and riots of 1894 still less than five years 
old, but as a labor union grows in strength and in accumulated 
funds it becomes conservative, as its members grow in intelli- 
gence they are the more averse to strikes. 

In some other countries trade unions have reached a con- 
dition of stability and of funded responsibility, if I may use the 
phrase, in advance of any but two or three of the leading orders 
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in this country, and they are a power in behalf of law and order. 
The unions in this country, in spite of occasional delirium and 
the bad work of turbulent men, are treading the same paths. 
No law of this generation can interfere with the growth of 
unionism any more than the laws of former centuries could pre- 
vent it quickening into life. The orders will grow stronger, 
more intelligent and more conservative until all employers, when 
they know that the order with which they treat is financially 
responsible, is able to control its members and will live up to 
any contract which it makes, will be glad to deal with it rather 
than with the individuals. 

‘Through the ages an increasing purpose runs.” It was not 
by the slave himself, nor by the member of the early unions 
groping in the darkness of their first secret meetings, that the 
change in the condition of the laborer and in the standing of the 
unions was chiefly wrought. It was by the growth of Christian 
motives and the elevation of sentiment in society above and 
around them. Public education, the improvement of the general 
intellectual and moral tone, these are the factors which have 
worked out the solution of problems in the past. Never has 
their growth and work been more active than today. 

You can destroy an individual institution; but you cannot 
undo the hereditary instincts and tendencies of the human race. 
You may burn a church ora hospital; but you cannot kill the 
religious instinct in man or put an end to love and charity. You 
may enact laws against an individual labor organization, but you 
cannot stop the tendency of all the centuries toward the universal 
uplifting of man. 

And for capital—the organization of great trading compa- 
nies— laws could not prevent it; society could not restrainit, 
because society could not live and grow without it. The con- 
solidation of capital in great companies is the means by which 
the poor and moderately rich can have their part in great enter- 
prises, and it is those enterprises that have civilized the world. 
The work of the bible, the printing press, and the locomotive 
could not have been done without them. 
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There is only one way in which the organization of labor can 
be stopped, or the laborer enslaved, or capital made to scatter 
itself again into smaller units, and that is by going back to the 
fifteenth century — by wiping out history and undoing the work 
of civilization. For these things are civilization. 

Of all the catch-phrases which are repeated from mouth to 
mouth for the misinformation of the people, and the engendering 
of strife, none is more persistently reiterated and none is more 
entirely baseless, than this, that ‘‘wealth is becoming concentrated 
in the hands of the few, and the rich are becoming richer and the 
poor poorer.” Itis not only not true, but is diametrically opposed 
tothe truth. No social phenomenon of the day is more conspicu- 
ous than the extraordinary rapidity of the diffusion of wealth. 
There are individual fortunes of great magnitude. Never were 
there proportionally so many fortunes moderately great. Never 
were there so many of the “upper middle classes’? who could 
presume to all the luxuries of the rich. Never were there so 
many of the “ middle” and “lower middle”’ classes who had 
comfortable incomes and invested properties to furnish more than 
a competence. Never was there —even approximately — so large 
a proportion of the actual working classes having funds deposited 
in the banks and capital invested in shares and policies in 
various corporations. The social pyramid is constantly tending 
to broaden at the base. 

The ‘concentration of wealth” is daily made the foundation 
for arguments in the press, on the platform, from the pulpit. 
The statement itself is received without argument except in 
so far as an effort has been made to demonstrate its truth by 
a comparison of the census statistics of the United States of 
today with those of former times. These statistics themselves 
are doubtful evidence in the cause to which they are applied ; but 
if they did prove what they are held to prove, the demonstration 
would remain entirely valueless. 

The social conditions in the United States up to a few dec- 
ades ago were abnormal and altogether outside of the general 
current of economic evolution. I can best explain the proposition 
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by an analogy :— Let us take Alaska as an independent ter- 
ritory; let us suppose that it is today, or soon will be, severed 
from its allegiance to the United States. Into Alaska there have 
poured for some years, and are now pouring, settlers from this 
country, from British North America, from all parts of the world. 
For five, ten, fifteen, or twenty years, perhaps, we can imagine 
the social fabric framing itself in Alaska. First, the pioneers — 
then scattered mining camps—then more densely-settled mining 
regions—then established communities of considerable size, and 
finally the whole country occupied and apportioned, the work 
of pioneering and settling done, no more spreading over unex- 
plored territories, but thewhole people become sedentary, and out 
of the primitive period there has evolved a complete social, legis- 
lative, economic, commercial fabric. What would that fabric be ? 
What would the laws be, the system of justice, the plan of gov- 
ernment, the methods and organization of commerce and indus- 
try? Would they be of a growth indigenous to Alaska? Of 
course not. They would be (somewhat modified perhaps by 
local conditions) the laws, the system of justice, the plan of gov- 
ernment, and the method of commerce of the world—chiefiy 
of the United States and England. No man, to explain the 
genesis of those laws, that system, that plan, or those methods, 
would go for precedents to the pioneer days of the territory. 
He would go to the source whence they came. No man 
would criticise the wages paid in a factory at Sitka by pointing 
out that twenty years before, when all Alaska held only a few 
thousand men, every citizen of Alaska had a hundred square 
miles of territory to himself. Once every man in Alaska was 
a land owner and an independent worker for himself; later a 
large part of the people are employees and workers in other 
men’s mines and factories. Has wealth therefore ‘“concen- 
trated” in Alaska? 

It is precisely the same in regard to the early days of the 
United States. So long as the population was only an increas- 
ing band of pioneers and colonists—and that was the condition 
so long as any great part of our domain remained unsettled— 
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the ordinary social and economic laws did not operate. Only 
when the country became, as it were, full—when each new 
comer no longer took to himself what he wished of the public 
domain—when society became settled and industry established, 
and we came to take our place and play our part in the com- 
mercial system of the world—only then did we become subject 
to the normal commercial conditions. Our institutions are the 
product of the forces of civilization working through the ages ; 
they are not the product of the growing and formative period 
of our country’s childhood. Comparisons of financial statistics 
—except to demonstrate the fact that we have grown from 
childhood to manhood—are mere trivialities. It is like com- 
paring London with Australia. To find out what wealth, what 
liberties, what duties a man has, we must compare him with 
other men, his contemporaries or his ancestors ; not with him- 
self when he roamed a child without responsibilities and owner 
of “all the out-of-doors.” It is permissible to compare the con- 
ditions of wage-workers of particular classes of today with the 
conditions of the same classes in individual factories or com- 
munities in the United States of another day—wherever the 
social system was established and the laws of commerce were 
operating. We can compare the conditions in the United 
States today with the conditions in other countries now or in 
former ages wherever the conditions were stable. And when 
we do so we will arrive always at the same conclusion, viz. : 
that never was wealth more diffused and less concentrated, never 
was the gulf between the rich and the poor less wide than here 
and now. 

Nothing that I have said must be taken as indicating an 
insensibility to the suffering of the individual, or of any class of 
individuals, who at the present moment or any other moment 
may be among the very poor. Though it is a fact that ‘the 
individual withers and the world is more and more,”’ that does not 
make the suffering of the individual any the less bitter, nor the 
fact of his withering any the less overwhelming to him. It is 
piteous that any man should suffer as millions in the world do 
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suffer today ; and let us by all means do all in our power to 
alleviate the misery of each one. 

There is no factory in which the machinery has not at some 
time or other crushed a hand or crippled a limb or destroyed a 
life ; none in which, if it continues running, it will not do so 
again. In the awful mechanism of society—the tremendous 
play of those forces which are ever at work today as they 
have worked through the ages, and whose product is civilization 
—there is the same bruising and maiming, on a scale proportionate 
to the weight and sweep of the machinery. But when a life is 
crushed out by the wheels shall we therefore destroy the fac- 
tory? Let us rather build on to it, develop its usefulness, 
and add every appliance that can improve its output, while safe- 
guarding so far as we can all workmen who labor in it. 
Above all let us care for those who are injured. 

There is no effort which the enlightened sense of the age is 
making to alleviate the condition of the wage-worker which is 
not worthy of study and encouragement. Progressive wages— 
profit-sharing — coéperation — arbitration—the organization of 
labor—pension funds—even the compulsory insurance schemes 
of European countries—so far as any one of these is found in 
particular cases to lessen friction between employer and 
employed or to improve the conditions of the workingman, it is 
to be applauded and fostered and extended to a wider applica- 
tion wherever the conditions promise similar results. But let 
us not for one instant imagine that by the legislative enforce- 
ment of any one of them we can find a sudden cure for all the 
ills of our industrial system. We have seen how through the 
centuries that system has been developed, and always towards 
the uplifting, the enlightenment, the enfranchisement of those 
who were once the proletariat ; for there is no proletariat today. 
If there remains still a submerged tenth, let us remember that 
there was a time when nine tenths were submerged, and as, 
slowly perhaps but surely, eight of the nine have been lifted 
above the waters, so equally surely will the rescue of the last 
somehow be effected. 
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To change the metaphor, let us not be ‘elated while one 
man’s oppressed,” but let us recognize thankfully how many 
have been freed from oppression, and while setting ourselves 
determinedly to break the last fetters that remain, let us be 
strengthened with the confidence that we shall succeed—a con- 
fidence that is assured to us by the course of all history. 


Harry P. Rosinson. 
CHICAGO. 








HISTORICAL CHANGES IN THE MONETARY STANDARD. 


I ENDEAVORED, in this JOURNAL of December last,’ to sketch the 
main characteristics of the transition from the silver standard to the 
gold in England in the Eighteenth Century. It may be of interest, 
perhaps, further to enquire whether this transition stands alone as 
something unique and unprecedented, or whether it has traceable 
characteristics in common with others of the historical changes of the 
monetary standard in the world. With that end in view, it will be 
desirable to indicate what features of the English transition are those 
that appear to be the truly salient ones. 

The one great outstanding fact in connection with it was its uncon- 
scious character. It had become actually an accomplished fact before 
anyone recognized that anything in the nature of a transition had 
taken place. Lord Liverpool’s strongest point in defense of the 
measures, the adoption of which he advocated in 1805, and which 
were ultimately adopted by the legislation of 1816, was that they 
altered nothing, that, on the contrary, they legalized in every respect 
the state of things which de facto at the time existed. Practically, 
there had been no free coinage of silver for nearly a century; he pro- 
posed that the statutory possibility of such free coinage should cease ; 
the silver coin in circulation had been protected from the risk of being 
exported by the fact that the natural process of attrition by use had 
made it so light that it did not pay to export it; he proposed that, in 
the issue of fresh silver, this natural process should be artificially imi- 
tated, that the weight of the new silver coins, from the start, should be 
something below that which represented their bullion value ; the mint 
price of gold had long remained steady at £3 17s 10%4d per oz., and 
the foreign exchanges had for many years been altogether unaffected 
by the state of the silver coinage ; it was, in Lord Liverpool’s eyes, 
the one great recommendation of his proposals that, as he anticipated, 
once they were adopted, this desirable state of things would be stereo- 
typed. All through, nothing was altered, everything was continued. 
It was a genuine stroke of genius, none the less, to have grasped aright 
the true character of existing facts, and to have shown how the statu- 
tory law could be brought into conformity with them. 


'“ The transition to gold in England and in India.” 
352 
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This fact, that a change in the monetary standard of the country, 
while it was actually in process of accomplishment under their eyes, 
could have escaped the recognition of contemporary observers seems, 
at first sight, to be one of so marvelous a character as to pass the 
bounds of belief. Yet that it was a fact is beyond all question. Har- 
ris, for instance, wrote in 1757. In his day the whole state of things 
which the legislation of 1816 found in existence and stereotyped had 
already come into existence. By his own account the foreign exchanges 
had altogether ceased to be affected by the state of the silver coinage. 
He, however, stoutly maintained that gold, in England, was then only 
a commodity, and that silver was the sole, true, and, indeed, the sole 
possible measure of values in the country. Wages were paid, he urged, 
mainly in silver, and “enact what laws you please,” he said, “ that 
which measures and pays the price of labor will ultimately be the real 
standard of the nation.” 

The view taken of the matter by Adam Smith is a subject of still 
greater interest. It is of great interest alike for what he saw and for 
what he failed to see. He perceived in substance, indeed, and came 
very near to stating with perfect accuracy of form, the true relation 
which the silver coinage bore to the gold in his day. He saw that the 
gold, fot the silver, was even then the regu/ative element in the coin- 
age. When we find him putting forward and laying stress upon the 
fact that the value of the existing “worn and depreciated silver coin 
was regulated by the value of the excellent gold coin, for which it could 
be changed ;” that the then recent reformation of the gold coin had 
raised not only its own value, but “likewise that of the silver;” it 
strikes us that he seems to perceive clearly enough that the shillings of 
his day were in truth to be looked on merely as fractional parts of the 
guinea, just as the shillings of our own are to be regarded as merely 
fractional parts of the sovereign. We expect, indeed, to find him 
going on to the formal conclusion that the gold was plainly the 
standard money, and the silver, like the copper, merely fractional and 
subsidiary. That, however, he does not do. On the contrary, he is 
impressed with the idea that it is silver which is still the standard, the 
true measure of all values. Dealing with the subject generally, he 
remarks, that the commercial nations have ordinarily found it con- 
venient to use different metals coincidently as money. One of these 
metals they have always considered as more peculiarly the measure of 
values than any of the others, and this preference, he says, “seems 
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generally to have been given to the metal which they happen first to 
make use of as the instrument of commerce.” Copper thus, he 
appears to think, remained to the end the standard money in Rome, 
and silver, up to his own day, had remained the standard money in 
England. In England, he observed, “all accounts are kept and the 
value of all goods and all estates is generally computed in silver; and 
when we mean to express thé amount of a person’s fortune we seldom 
mention the amount of guineas, but the amount of pounds sterling 
which we suppose would be given for it.” 

With regard to this line of reasoning what will strike the most 
casual reader will be that if the fact that all computations were made 
in pounds sterling in Adam Smith’s day could be taken as sufficient 
proof that silver was, at that date, the standard money of the country, 
then, on the same ground, we should be forced to the conclusion that 
silver is the standard money of England now. We all know now, 
however, that the words “ pound sterling” have entirely lost, even in 
popular thought, their application to silver, and have become merely 
a synonym for the full-weighted sovereign. We have the key, I think, 
to the unconscious character of the English transition, as well as to the 
manner in which other of the historical transitions of the monetary 
standard in the world have effected themselves in the fact that this 
change of application in these words from silver to gold had already 
taken place in the Eighteenth Century, unperceived by its clearest- 
headed observers. As Lord Liverpool remarks, in his time the words 
“pound sterling’? no longer meant 1718.7 grains of fine silver, but, 
instead, 113 grains of fine gold. In order to assure ourselves that the 
change of meaning was complete in Adam Smith’s time, we do not 
need to go beyond his own pages. In addition to the proofs already 
adduced we may take the simple fact of his stating as the result of a 
computation that the “an ounce of gold coin is worth £3 7s 10%d im 
silver.’ It is plain that if the computation had really taken account 
of the contemporary value of silver builion, the ounce of gold would 
not have been found to be worth precisely this, its present mint price. 
It is only because the computation is made in gold, the silver being 
regarded as bearing a constant fractional relation to the gold, that the 
ounce can be held to be worth £3 17s 10%d. We could not have a 
clearer proof that to Adam Smith himself the words pound sterling 
had reference no longer to silver but to gold. 

In inquiring how such an unperceived transition of meaning in 
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such words could come about it is worth while to draw attention to the 
wide difference that exists between the true character of the nomencla- 
ture of economics and that of the physical sciences. The things of the 
outward world depend, in the long run, for their identification and, 
consequently, for their names, on the fact that we can lay our fingers 
upon them, or, at any rate, can point them out. If we wish to explain 
to our neighbor what gold, or lead, or iron is, we have the plain 
resource of an object lesson always open to us. With the things of 
economics, as of the purely subjective sciences, the case is altogether 
different. Before we can identify and name them we must know what 
is the purpose for which human beings intend to employ them. The 
things of physics take their names from their shape, their color, their 
weight and soon. The things of economics take their names from the 
human aims that they subserve. Nothing is more common in econom- 
ical discussions than to find this elementary fact lost sight of. We 
have endless discussions, for instance, as to what capital is, which, all 
through, assume that capital is something that can always be identified 
by pointing it out, like wood or iron, without any knowledge being 
presupposed as to what its owners mean to do with it. A truer con- 
ception, however, in this case, is, perhaps, gradually forcing its way to 
general acceptation. Professor Marshall, for instance, remarks that a 
doctor’s carriage is capital in the forenoon when he is using it to visit 
his patients, and not capital in the afternoon when he is driving about 
in it with his family for his own and their amusement. If that holds 
good, evidently its physical characteristics have to be left very much 
out of account in its economical classification. Mill’s definition of 
capital, which amounts to this, that it is wealth used or intended to be 
used for the production of fresh wealth, recognizes the same principle. 
Before we know whether anything is capital or not we must know what 
its owner means to do with it, and, once we know that, such questions 
as, what it looks like, or what it weighs, become matters of indifference, 
and even cease altogether to be taken account of. The history of 
money in all its varieties and in every age teems with instances illus- 
trative of this principle. Some of them, indeed, are curiously enough 
paradoxical. When we hear of a coin named the “ Siliqua auri” we 
should probably conclude that it was, at any rate, gold coin of some 
sort or other.* It was, however, it seems, on the contrary, a silver coin 


* MOMMSEN (BLACAs), Histoire de la monnaie romaine, vol. iii. p. 83. 
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which represented the », part of the gold solidus.* Similarly, in 
the Egypt of the Ptolemies, we have a coin which is commonly 
described as the copper argenteus, a large copper, that is to say, which 
was the equivalent in value of the Attic obolus.* In the early Sicilian 
coinage again we have the silver and copper /ifras, both of which, 
strangely enough, were of the same metal but of different weights and 
values. Turning to the infancy of commerce, when we find values 
stated in terms of bullocks, slaves, or caldrons, it is almost always a 
question, and often a strenuously debated one, whether it is actual bul- 
locks, slaves, or caldrons that the author or the inscription quoted 
allude to, or whether, on the contrary, it is the value of a coin or ingot 
of gold, silver, or copper that had become the equivalent in value of 
the slave, the bullock, or the caldron that is meant. With regard, for 
instance, to the oxen in which the value of the armor of Glaucus and 
Diomed is estimated in the Iliad the better opinion, I think, is that it 
was not actual oxen but gold ingots with which the value of the ox had 
become equated and which thus, as in so many parallel instances, took 
the name of “ oxen,” that Homer had in his mind. It is inconceivable, 
indeed, that actual oxen could have circulated as money among the sol- 
diers of a besieging army. The expression seems to be a survival 
from a state of things not then existent. The early Attic proverb that 
ran to the effect that when a man’s silence had been purchased, “an 
ox had passed over his tongue,” as Pollux and Plutarch teil us, refers 
to acoin or ingot that had become known as an “ox,” not to the 
actual animal itself. * 

Lenormant urges in opposition to this view that no such coin as a 
dous is known, and that no coins at all had been issued at the early 
period when the proverb originated. If the deus, however, were not a 
coin, there is no reason why it should not have been an ingot of a 
given weight, originally the equivalent in value of the ox. The 
shekels that Abraham paid for the cave of Macpelah were not coins, 
but ingots, as were the pieces of silver paid for the threshing floor of 
Ornan the Jebusite, and the pieces of silver which Job’s friends brought 
and presented to him, which, curiously enough, the Septuagint trans- 
lates as amnada, lambs. 

Professor Ridgeway, in his very suggestive work on the Origin of 

* BABELON, Les origines de la monnaie, p. 385. 


? MOMMSEN (BLACAs), Historie de la monnate romaine, vol. i. p. 104. 


3 See RIDGEWAY, Origin of Currency and Weight Standards, p. 4. 
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Currency and Weight Standards, expends a great amount of learning 
and of dialectic skill in the attempt to prove the proposition that, over 
the whole known world, from the Euphrates to the Bay of Biscay, and 
over a period of many centuries, the ox bore a constant relation of 
closely approximate equivalence in value to the gold weight or gold 
piece of 130 to 135 grs. When we know that an ox which is worth, 
perhaps something under £2 on the plains of Texas now, is worth 
nearer £10 in New York, it is hard to believe that the valuation of 
cattle in metal or metallic money in the ancient world effected itself 
on principles so amazingly different from those which it follows in the 
modern world. In the neighborhood of Nineveh or Babylon there 
can be no doubt that the ox must have been worth many times the 
amount in gold that it was worth on the steppes of Scythia. It is not, 
however, in the least necessary for the support of Professor Ridgeway’s 
more general view as to the original connection between the value of 
the ox and the coins which he describes as “‘ ox-units ” that so incredi- 
ble a proposition should be sustained. He himself, indeed, recognizes 
that it is not so. Skins of animals, as he remarks, became, early in 
the present century, the unit of account in the Hudson Bay Territory 
in dealings between the Indians and the traders, as they did in 
earlier periods in Esthonia, in Lapland, and in many other parts of the 
world. The beaver skin, when the traders went there, in the first 
instance, was worth two English shillings. Subsequently its value rose 
to many times that figure. A denomination of value, however, still 
remained in existence that did not follow the fluctuations of the 
actual beaver skin. It may be called the beaver skin of account. It 
was nothing else but a synonym for two shillings. A‘beaver skin in 
the flesh might thus be sold for ten to twenty beaver skins of account. 
The transition of standard from skins to metallic money had, in short, 
been effected in precisely the same manner as the transition from gold. 
to silver had been effected in England in the eighteenth century. The 
words “ beaver skin,” more or less unconsciously to the Indian users 
of them, had changed their application from furs to silver, just as the 
words “pound sterling,” in the eighteenth century, changed their 
application from a given weight of silver to a given weight of gold ; 
and the change, in both instances, had arisen from causes that were, 
in their nature, the same. 

M. Babelon,’? the eminent French numismatist, thus sketches the 


* Les origines de la monnaie, p. 230. 
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course of gradual and progressive transition followed by the monetary 
standard throughout the Hellenic world and in ancient Italy: “After 
barter, pure and simple, came cattle money, then utensil money, then 
iron, copper, gold, and silver, estimated by weight, then copper and 
iron money. Finally we see copper and iron money giving place to 
money of silver and gold.” Of these transitions none but the last — 
and that, indeed, in Italy alone — fall within the historical period. 
Thanks to the fact that the history of Roman money has been dealt with 
by a man of genius of the first rank, it is possible for us to follow the 
course of transition from copper to silver in Rome in the third century 
B. C., as well as the course of the subsequent transition from silver to 
gold during the empire with a degree of intelligent comprehension 
greater than that with which we can follow any other change of stand- 
ard in the world up to the last great change, which has been gradually 
accomplishing itself among us during the last two centuries. 

Amid much that is disputed in connection with the first of these 
transitions it is well, perhaps, to set down what there is that is clear 
and definite beyond all possibility of controversy. There is, in the 
first instance, the bare fact of the transition. It is beyond all question 
that, up to the beginning of the third century, B. C., copper had been 
for some hundreds of years the standard of values in Latium and 
throughout Italy. Their very word for “to value” was aestimare. 
Their treasury was known as the aerarium. During the latter part of 
the period, no doubt, the silver of Magna Grecia, of Sicily, and of 
Etruria circulated more or less in Rome, though it is remarkable that 
very little of it has ever been found there. Copper formed, at any rate, 
the great bulk of the circulation. Penalties were fixed, taxes were 
imposed, and all accounts were kept in copper. If we come to the 
time of Sylla, again we reach a period when copper had ceased to exist as 
any part even of the subsidiary circulation, and when there was not an 
ounce of copper in the treasury, though it still retained the name of the 
aerarium. Such a fact, it is plain, is quite irreconcilable with Adam 
Smith’s view that copper remained, in any sense, the monetary stand- 
ard in Rome to the close of its history. All that did remain in Sylla’s 
day and after it was a terminology derived originally, no doubt, from 
the use of copper, but which, by that date, had long become applicable 
to silver only, except, indeed, in as far as it was applicable to 
gold. In the Greek world, too, where copper had been ousted as 
money before the historical period began, the obol and the drachma, 
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nevertheless, remained as terms “ borrowed from an ancient copper 


system.”’* 
"About 268 B. C. it was that silver was first coined in Rome, and, 
at about the same time, what is called the first reduction of the as took 
place. The amount of this reduction, its causes, and its consequences, 
are all still, more or less, in controversy. We shall probably not go 
far wrong in following, in the main, Mommsen’s account of it.2, He 
regards the two events, the issue of silver and the reduction of the as, 
as part of the same operation, and does not look upon the latter as 
anything in the nature of an act of bankruptcy. What is certain is that, 
before 268 B. C., the word “as” was the name for a copper ingot, and 
afterwards for a copper coin, a little under one pound in weight, and 
the equivalent of one pound of raw copper in value, which was the 
universal unit of account in all computations; and that, after 268 B. 
C., it was made the name for a coin of, at first, four ounces, and, after- 
wards, much less in weight. In such circumstances it was, perhaps, 
natural to suppose, as Pliny does, that even the first reduction was 
made, with the view of paying off national creditors with the equivalent 
of six and eight pence in the pound. The remarkable fact, however, 
is—and it is one that appears to be quite irreconcilable with such a 
view — that, though the old as /4éralis ceased to exist as coined money, 
it remained in continual use as money of account. There were thus, in 
a sense, two ases contemporaneously in existence, the libral or one 
pound, and the triental or four ounce, as; and as so many of the one 
must have been exchanged every day for so many of the other, it seems 
impossible that the last can have to be regarded as a reduction of the 
first, in the sense, say, that the pound sterling of Edward VI was a 
reduction of the pound sterling of Henry VIII. How so confusing a 
terminology ever came to be resorted to, I think, has not been satisfac- 
torily explained. It is remarkable, however, that it had its prototype 
in Sicily, where there were two litras contemporaneously in existence, 
the heavy and the light, the first bearing about the same relation to the 
second that the as “éralis did to che triens. The Roman monetary 
system, indeed, is manifestly throughout modeled on the Sicilian, and 
it appears to have adopted this feature of it with the rest. 

The as éralis then, as a coin, was done away with before the triens, 
or four ounce as, was used. Mommsen, however, as observed above, 


‘RIDGEWAY, Origin of Currency and Weight Standards, p. 346. 
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has established beyond all doubt the fact that, though it ceased to 
exist as a copper coin, it remained in existence as money of account, 
and has further established the fact that, even as a coin, it immediately 
came into being again, in silver, under the name of the sestertius or 
nummus. The diobol of Tarentum, weighing about a scruple of silver, 
had, apparently, in the course of commercial transactions, equated 
itself in value with the pound of copper,’ just as the beaver skin of 
Hudson Bay equated itself temporarily with two English shillings, or 
the pound sterling, in the eighteenth century, equated itself, for a time, 
with 113 grains of fine gold. Accordingly a coin weighing a scruple 
was issued in Rome, and was called the nummus (from vopos) on 
account of its equivalence with the old standard, of account, the as 
libralis. For the moment the money of Rome was bimetallic. Every 
transition of the standard, indeed, implies necessarily a bimetallic 
period of shorter or longer duration. ‘ Thus,” says Mommsen, “fines 
for injuries which the law of the Twelve Tables fixed at 25, 150, or 300 
ases, were payable in so many sesterces, precisely, indeed, as fines fixed 
by the old English law in so many pounds sterling of silver are pay- 
able now in sc many sovereigns.* ‘What is certain,” he observes 
elsewhere, “is that the as 4éra/is was retained as money of account, 
and that it survived, long after its suppression, in the sesterce or num- 
mus of silver, which had the same value; only in keeping accounts 
care was taken to add the words aerts gravis to distinguish the old as 
from the new. Indeed, there was no difference between the silver 
nummus, weighing two and a half new ases of four ounces each, and 
the old as, which weighed ten ounces.’’ We could not, it will be seen, 
have a closer parallel to the English transition. The copper as dralis 
survived in the silver sesterce, precisely as the pound sterling in silver 
survived in the gold sovereign.’ 

The parallel presented by the two transitions is worthy of notice in 
some other of its aspects. We know that after the mint edict of 1717 
in England, by which the guinea was fixed at twenty-one shillings, 
what happened to the silver coinage was that, without foresight or con- 
scious intention on the part of anyone, it became of its own accord a 
subsidiary money, circulating as such alongside of the gold ; and that 
it went on thus circulating for the best part of a century, until, indeed, 


* Op. cit., vol. i. p. 256. 
2 Op. cit., vol. ii. p. 31. 
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the act of 1816 ratified and continued the state of things already in 
existence. In the more modern changes of standard in Europe, the 
adoption of silver as token money has been something that was done 
consciously and of set purpose from the first. We have come thus to 
think of the establishment of a subsidiary coinage as a change that 
always is effected by the conscious act of the central authority. It is 
an unwonted conception to think of money which has been the princi- 
pal measure of values becoming of itself subsidiary. It will be of 
interest, therefore, to observe how the phenomenon, as presented in 
Rome, appears to the eyes of the German historian. His account of 
the subsidence of copper into token money is given somewhat as 
follows : 

After the first reduction of the as, copper still retained its intrinsic 
value in the monetary circulation. Before the reduction the ratio 
between the two metals had been 1: 250, and so it remained, both in 
the coinage and in the outside market, immediately after it. The 
copper decussis, weighing and worth ten of the triental ases, was the 
equivalent both nominally and intrinsically of the silver denartus, 
which was also rated at ten of them.’ Fora short time, thus, it was 
not possible to say that silver was the standard more than copper, or 
copper more than silver. The bimetallic period, however, was not of 
long duration. It is interesting to observe what happened next. The 
underlying cause which had led the Roman state to issue silver was to 
be found in the fact that silver had already become the money of its 
wholesale trade. The denarius was modeled on the drachma, the great 
unit of account in the Hellenic world. It was in denarii and drachmas, 
or in some other form of silver, that what we would now call the inter- 
national balances were settled. The ases, therefore, so long as they 
were exchangeable in fixed proportion for denarii, served perfectly well 
the purpose of the internal circulation, no matter what their weight 
might happen to be. It soon appeared, accordingly, that neither debtor 
nor creditor gave themselves any concern in regard to the question of 
the weight of the copper coinage, and a process of degradation at 
once set in. From four ounces the as presently fell to three, then to 
two, then to one, and on even to fractions of the ounce. The utmost 
carelessness, too, was soon observable in regard to the relative weights 
of the various pieces. In the uncial series, as it is called, that is to 
say, the series issued when the weight of the as was at one ounce, 


* Op. cit., vol. ii. p. 38. 
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pieces which, in value, were reckoned as the third or the quarter of the 
as are, now and then, found to be heavier than the semis or half-as 
piece. The number of the globules marking the value is alone of 
importance. The size of the coin, as Mommsen remarks, had come 
evidently to be looked upon as of no more moment, with regard to the 
determination of its value, than would be, with us, the special size of a 
bank note. All through his account of the transition, it is noticeable 
that he speaks of the copper money as “ becoming” subsidiary, and 
of the silver as “taking its place” as the principal money, treating 
the process as one of purely natural evolution. 

Before passing on to the second transition it may be worth while 
to notice some further developments in connection with the first. The 
Roman state no doubt made a large saving in copper during the suc- 
cessive reductions of the as from four ounces to one. The saving, 
however, was not necessarily illegitimate, any more than is the profit that 
Great Britain makes annually on the issue of her token silver. We 
must take care, at the same time, not to transport our modern point of 
view, without reservation. into the ancient world. It can hardly be 
said that the underlying principle of the distinction between reduc- 
tions in the weight of the subsidiary money, which are innocent and 
often necessary, and reductions in the weight of the principal money, 
which are among the most dangerous of public crimes, is adequately 
understood even at the present day, still less was it understood in the 
ancient world. With the ancients all the monetary metals were ipsae 
opes, and the reduction in the weight of one sort of money no doubt 
seemed to them very much the same kind of operation as the reduction 
in the weight of any other. We find thus that the same confusion of 
thought which has generated free silverism in the United States appears 
to have generated a movement of a closely similar character in ancient 
Rome. 

After the reduction of the copper had been an existing fact for 
upward of a hundred years without anyone apparently being much 
the worse for it there supervened a period when democratic sentiment 
in the republic reached its high-water mark. The unit of account up 
to that date had never been altered. It had been from the first and 
still was the as 4éradis, represented in silver by the sesterce, or rather 
practically by its multiple the denarius, that coin being worth four of 
the libral ases or ten of the coined ases of 268 B.C. The aim of the 
new movement was to alter the unit of account. The coined as of the 
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later date weighed only a fractional part of the coined as of the 
earlier. It was still, however, the as, and, in some sense, in the eyes 
of the Roman popular party, no doubt it was “the as of their fathers.” 
A proposal accordingly came to be put forward in favor of enacting 
that all debts for the future should be payable not in ases of the earlier 
date or their silver equivalent, but in ases of the later date or their 
intrinsic equivalent. It took shape finally in the Lex Valeria, of 86 
B. C.,! which thus substituted the second as for the first. Sallust 
remarks of the measure, “Argentum aere solutum est.” One cannot 
fail to be struck by its similarity to the proposal for paying gold debts 
in silver. The questors affixed to the temple of Castor a tabulated 
statement showing the reduction of debts due effected by the new 
enactment. It amounted to no less than 75 per cent., and to this the 
public were authorized to conform their payments, and did, as a matter 
of fact, conform them while the law remained in force. The change, 
however, was too violent and too arbitrary to last. Sylla repealed the 
Lex Valeria and re-established the original method of computation. 
The undisputed reign of silver as the standard money in Rome 
was of short duration. The period of bimetallism that rendered pos- 
sible the transition from copper to silver had hardly ended before a 
second period of bimetallism began, which prepared the way for the 
second transition, that from silver to gold. Very little gold money, 
indeed, was struck during the republican period, and what there was 
was struck not in Rome but by the generals on campaign, in virtue of 
their zmpertum militare. Gold, for all that, was not without its impor- 
tance in the monetary circulation, taking that expression in its wider 
sense. It was already largely in circulation in the shape of ingots, 
which probably, though not certainly, bore the stamp of the state 
guaranteeing their purity. Their purity was, at any rate, a matter of 
concern to the authorities, as evidenced by a law of Sylla,? which 
ordained the punishment of the adulterators of the gold ingots with 
the same severity as the coiners of false silver money. A legal ratio, 
too, must have been fixed between the two metals, as it was at an early 
date provided that 5 per cent. of the tax on enfranchisements was to 
be paid in gold, and as the generals, in sending for gold, ordinarily 
named the amount required in sesterces. In the first and second cen- 
turies before Christ, from four fifths to one half of the treasure in the 
* Op. cit., vol. ii. p. 74. See also footnote. 
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aerarium consisted of gold. Even earlier than Cesar’s day, thus, there 
is reason to believe that gold had already supplanted silver, to a large 
extent, as the money of wholesale trade and large operations generally. 

The value of gold, as measured in silver, in the early days of the 
Republic ranged as high as 1:17." The discovery of the mines of 
Noricum about 150 B. C. caused, we are told, a fall in its price of one 
third, in the Roman market. Shortly after that date, the pound of 
gold was worth 4000 sesterces, the ratio thus being 1:11.91. After 
Caesar had brought to Rome the rich spoils of Gaul the pound of gold 
fell to 3000 sesterces, showing a market ratio, thus, of 1: 8.93. When, 
however, Caesar commenced the regular issue of the aureus, the ratio 
of 1: 11.91 was maintained in the coinage and was subsequently con- 
tinued under Augustus. This fact must be taken into account in con- 
nection with the immense issue of gold in the early days of the empire, 
as abundantly evidenced by the discovery of buried hoards. In the 
treasure of Brescello alone were discovered 80,000 gold pieces, all 
struck between the years 46 and 38 B. C. 

The phenomenon of this great issue of gold is one apparently of a 
similar character to the large issue which succeeded the fixing of the 
ratio in England in 1717, or the more recent phenomenon of the great 
issue in bimetallic France which succeeded the Californian and Austra- 
lian gold discoveries of the fifties. Such phenomena are commonly 
spoken of as instances of the operation of Gresham’s Law. Assuredly, 
however, they are phenomena of a very different character from the 
supplanting of good money by base coin or over issued paper. In the 
latter case, industry and commerce are thrown into confusion, and the 
reform of the coinage becomes, sooner or later, the subject of an urgent 
popular demand. In the former case, on the contrary, as was found 
by the experience both of England and of France, there is nothing 
but general congratulations at the change. So far as it is possible to 
judge, the same was the case in Rome in the era of Augustus. Gold 
had already become the most important medium of wholesale trade. 
Its new abundance made it now also the great medium of the internal 
circulation, and relegated silver to the second place. 

In this second Roman transition, again, the characteristic remarked 
on above both in connection with the first Roman transition and with 
regard to the English transition of the last century, viz. the retention 
of the old terminology, made, more or less unconsciously, applicable 


* Op. cit. ii. 112 et seg. 
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to the new standard, is observable. Mommsen himself, indeed, is 
struck by the English parallel. ‘“ Accounts continued”’ he says “‘ to be 
kept regularly in denarii and in sesterces, just as accounts are kept at 
the present day in England in pounds and shillings of silver ; but these 
denominations of value were no longer represented by a fixed quantity 
of silver, but by the quantity of gold that corresponds to it. So the 
denarius signified less a denarius of silver than 5 of the aureus.” 

After the change, too, we find the silver money following the same 
course which, in the earlier period, had been followed by the copper. 
Up to the time of Nero the denarius was found to contain 99 per cent. 
of pure silver. A process of depreciation then began.* The denarii 
of the latter part of his reign contain from 5 to 10 per cent. of alloy. 
Under Trajan and the Antonines, the golden age, it must be remem- 
bered, of the empire, the proportion of alloy rises markedly to some- 
thing between 20 and 25 per cent. Under Severus, again, the silver 
has become mere billon money, consisting, by at least half, of copper. 
The underlying reason of this depreciation is no doubt to be found in 
the fact that gold had now definitely taken its position as the principal 
measure of values, and that, consequently, the intrinsic value ‘of the 
silver coinage had come to be, to a great extent, a matter of indiffer- 
ence to the general public, so long as it continued to be exchangeable 
for gold in fixed proportions. The depreciation, at any rate, was 
consistent with a high degree of national prosperity. It caused no 
tumult, and, apparently, attracted very little notice. 

Again, however, it must be said, we have to be on our guard against 
transporting our nineteenth century point of view into the ancient 
world. Since Lord Liverpool’s day we have formed the conception of 
subsidiary money as distinguished from the principal measure of values ; 
and we know that the former may, to a great extent, lose its intrinsic 
value without injury to the public, so long as its value in the coinage 
is maintained by the limitation of its quantity. The Roman world, 
however, had hardly begun to formulate its knowlege on the subject. ° 
It is not a matter of surprise, therefore, that the depreciation of the 
denarius, now become subsidiary, which under the Antonines was 
innocuous, when accompanied with unlimited issues by Caracalla and 

* Op. cit., vol. iii. p. 45. 

* Op. cit., vol. iii. p. 29. 


> Paulus certainly speaks of the value of copper as being dependent on its quantity 
not on its material. 
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his successors, led up to the great crisis of the third century, which was 
the main factor in producing the political anarchy that then prevailed 
for more than ageneration. When, again, monetary reform was under- 
taken and carried out by the strong hands of Aurelian and Diocletian 
there was no thought, it need hardly be said, of reform on anything 
like Lord Liverpool's lines. The only conception of monetary reform 
indeed that prevailed in the ancient world, and throughout the middle 
ages, was aretucn to the coining of the metals at their market ratio. 
There was always thus before the mind of the Roman reformer the 
endless quest of bimetallism, and the remedy was of course, at the 
best, never more thanatemporary one. The later years of the empire, 
indeed, are marked by the reassertion by gold of its position as the 
only real money of the epoch more definitely than ever, and, curiously 
enough, the metal which, in the days of St. Augustine, attempts to 
share that position with it is now no longer silver but copper.‘ Space, 
however, will not permit of further details at present. 
WILLIAM WARRAND CARLILE. 


LARGS, SCOTLAND. 


' Op. cit., vol. iii. pp. 163, 170. 





INSOLVENT NATIONAL BANKS IN CITY AND COUNTRY. 


Tue only distinction made in the reports of the Comptroller of 
the Currency between city banks and country banks is in the classifica- 
tion of the returns from banks in “reserve” and “central reserve ” 
cities, apart from the returns from banks located elsewhere. This does 
not afford the means for a strict comparison between city and country 
banks, for some cities which have a large banking business are not 
reserve cities, and other cities which are so classified are of relatively 
little commercial importance. An attempt has been made in this study 
to satisfy the desire for a better comparison of the relative situation of 
the banking business in the city and in the country, by regarding as 
city banks only those institutions which are situated in places of 60,000 
or more inhabitants, and as country banks those institutions which are 
located in places of less than 60,000 inhabitants. It was felt, in 
determining upon this limit, that every commercial center of impor- 
tance would be included in the city class, and at the same time not 
many places would be so classed that were of minor commercial rank. 

As showing the relative conditions of the banking business in the 
city and in the country the following inquiry as to insolvent banks in 
our national system may be of interest. The banks taken for consid- 
eration are those which have failed and been placed in the hands of 
receivers since the establishment of our national banking system. As 
a basis for this study, tables have been prepared, classifying the failed 
banks according to their location in city or country. There is a total 
of 359 banks, 57 of which are classed as city banks and 302 as country 
banks. 

Table I covers the period from 1865, when the first national bank 
failure occurred, to the close of the year 1898." It includes the 32 city 
banks which failed and whose affairs were finally closed during that 
time. The number of failed banks during each period given is con- 
sidered separately with reference to the principal items in their accounts. 
These 32 banks had an aggregate capital of $14,591,300, and assets of 
$54,573,656, from which there were collections to the amount of 


* October 31, the end of the year covered by the report of the Comptroller of the 
Currency. 
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TABLE I. 
INSOLVENT NATIONAL BANKS IN CITIES OF 60,000 OR MORE INHABITANTS, 
WHOSE AFFAIRS HAVE BEEN CLOSED. 








| Per 

| Total Collections Amount of Amount of jcent. of 
Period | No. Capital nominal rom claims claims assets 

| assets assets proved paid col- 

| lected 





1865-1870 $1,200,000 | $5,026,352 | $2,677,281 | $3,151,078 | $2,332,375 | 53.26] 74.00 
1871-1875 5,050,000 | 16,636,398| 8,267,727| 9,616,007| 6,674,420 49.70 | 69.40 
1876-1880 4,680,000 | 10,488,055] 4,705,569] 4,501,388] 4,109,162 | 44.88] 91.31 
1881-1885 | ; 1,561,300! 6,810,420| 3,077,411 5,948,150] 3,746,278 | 45.20| 62.98 
1886-1890 | ; 1,400,000} 4,145,773| 2,411,776; 1,320,663] 1,335,028 | 58.17 |100.00 
1891-1892 400,000 | 10,217,192] 6,917,993] 7,602,341] 6,854,775 | 67.71 | 90.17 
1893 300,000| 1,249,466 | 849,526 600,573 615,985 | 67.99 | 100.00 
1894 
1895 
1896 | 

1897 | 
| 











| 
| 
| 


1898 


Totals | 32 $14,591,300 |$54,573,656 |$28,907,283 |$32,740,200 |$25,668,023 | 52.97 78.43 
| | | | 


Banks were located in the following cities: Washington (3), New Orleans (3), Brook- 
lyn (1), New York (7), Philadelphia (1), Chicago (7), St. Louis (1), Kansas City (2), Newark 
(2), Buffalo (1), Boston (2), Cincinnati (1), and San Francisco (1). 











| —_ 











TABLE II. 
INSOLVENT NATIONAL BANKS IN PLACES OF LESS THAN 60,000, WHOSE 
AFFAIRS HAVE BEEN CLOSED. 








Per Per 
Total Collections Amount of Amount of |cent. of| cent. 


Period | No. Capital nominal from claims claims assets | of 
assets | assets proved paid col- | claims 
lected | paid 








1865-1870 | 41 $1,230,000 | $3,705,361 | $1,084,189} $1,980,616 $892,686 
1871-1875 | 13/ 1,781,100] 3,871,343| 1,544,546] 2,670,988] 1,356,673 
1876-1880 | 34| 3,421,500/ 8,754,390| 3,383,419} 4,092,832]/ 3,359,690! 
1881-1885 | 15| 1,685,000} 8,710,697; 4,581,367] 6,083,942] 4,401,643 | 52.60! 72.35 
1886-1890 | 27/ 2,050,000) 7,127,959| 3,392,572] 4,217,321] 3,094,463 | 47.60 | 73.37 
1891-1892 24| 1,947,000] 5,316,840 | 2,415,599 2,376,008 | 1,816,171 | 45-43 | 76.44 
1893 23] 2,425,000 6,592,565 ' 2,537;777 2,898,326 1,787,095 | 38.51 61.55 
1894 9} 1,075,000} 2,800,410] 937,595 951,082 534,542 | 33-48 | 56.27 
1895 9 685,000} 1,289,498 | 470,516 436,607 308,782 36.47 | 70.73 
1896 
1897 4 250,000 640,116 | 234,509 193,225 174,040 | 36.64 | 90.05 
1898 | 














a» 
Totals |169/$16,549,600 |$48,809,179 $20,582,089 $25,900,947 (817,725,785 | 42.17 | 68.44 
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TABLE III. 
INSOLVENT NATIONAL BANKS IN PLACES OF 60,000 OR MORE INHABITANTS, 
WHOSE AFFAIRS HAVE NOT YET BEEN CLOSED. 
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Period 


1865-1870 
1871-1875 
1876-1880 
1881-1885 
1886-1890 
1891-1892 
1893 
1894 
1895 
1896 
1897 
1898 





-K ON NNON WN & 


Capital 


Total nominal 
| assets 


Collected 
from 
assets 


Amount of 
claims proved 





$750,000 
400,000 
1,300,000 
1,250,c00 
3,350,000 
500,000 
1,500,000 
300,000 
2,401,500 
500,000 


$2,822,872 
6,753,454 
9,223,334 
4,700,904 
12,273,828 
2,218,915 
4,621,690 
1,195,986 
24,403,238 
3,285,715 


$1,652,381 
4,271,541 
3,667,960 
708,040 
4,945,269 
480,988 
1,687,467 





279,345 
10,312,054 
1,337,622 


| 


$1,061,598 
4,631,393 
554745535 
4,463,619 
6,322,382 
1,284,400 
1,550,406 
647,191 
13,115,932 
1,777,848 


Amount of 
claims paid 


$1,071,774 
3+753+346 
3,604,321 
853,656 
4,108,613 
324,420 
1,298,667 
94,501 
9,112,391 
800,032 


58.54 
63.25 
39-77 
15.06 
40.29 
21.68 
36.51 
23-35 
42.26 
40.53 





lotals | 25 |$12,251,500 
| 


$71,499,936 








$29,342,667 


$40,329,304 








$25,021,721 





41.04 





100.00 
81.00 
65.84 
19.10 
65.00 
25.10 
83.76 
14.60 
69.47 
45.00 


62.04 





The situation of these banks was as follows: 


Chicago (4), New York (1), Cincinnati 


(1), St. Louis (1), Philadelphia (3), Lincoln (2), Nashville (1), Indianapolis (1), Denver (3), 
Detroit (1), Kansas City (2), New Orleans (2), Minneapolis (2), Louisville (1). 


TABLE IV. 
INSOLVENT NATIONAL BANKS IN PLACES OF LESS THAN 60,000, WHOSE 
AFFAIRS HAVE NOT YET BEEN CLOSED. 





Period 


1865-1870 
1871-1875 
1576-1880 
1881-1885 
1885-1890 
I5gI-1892 
1893 
1894 
1895 
1596 
1897 
1808 


Total 








I 


vA 


14 
24 
Io 
24 
24 
27 
6 


133 


Capital 


Total nominal 
assets 


Collections 
from assets 


Amount of 
claims proved 


Amount of 
claims paid 





$50,000 


50,000 
200,000 
2,375,000 
3,135,000 
1,195,000 
2,750,020 
3,005,000 
3,100,000 
700,000 


$335,220 


72,043 
578,546 
6,486,977 
10,558,470 
3,257,873 
8,448,200 
12,434,487 
12,064,015 
1,464,395 





$87,689 


22,818 
137,354 
2,169,850 
3,898,726 
970,271 
2,780,150 
2,934,791 
4,147,161 
494,230 


$144,606 


26,322 
254,618 
3,229,429 
4,143,618 
1,519,803 
4,127,834 
6,307,145 
5,876.588 
625,082 


$67,491 


25,006 
95,197 
1,742,287 
2,493,829 
449,221 
1,694,875 
1,892,691 
2,889,454 
343,936 


26.16 


31.60 
23.65 
33-45 
36.93 
29.78 
32.90 
23.60 
33-63 
33-85 








|$16,560,020 


| 
$55,700,226 





$17,643,040 





$26,255,045 





2 1,693,987 





31.67 





46.67 


96.00 
37-40 
53-94 
60.18 
29.55 
41.05 
30.00 
49.17 
56.00 


44-55 
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TABLE V. 


INSOLVENT NATIONAL BANKS IN CITY AND COUNTRY, CAPITAL OF FAILED 


BANES AND OF BANKS IN OPERATION. 





Ne. of No. of P. £| : : Per cent. of 

_No, o country er cent, of | Aggregate capital of Aggregate capitalof | capital in- 

city banks coaiee failed banks city banks country banks | volved in 
failures 











country 





| 
| 


000,000 | 

1865* | T ee $ 50,000 
1866-1870 | 267 ‘ ; -73 |8294.3 |$ 1,200,000 , 1,180,000 | 0.59 | 0.53 
1871-1875 | 278 3. 4 219.3] 5,050,000 i 1,831,100 | 2.29 | 0.68 
1876-1880 | 293 c ; , 203.1 | 5,430,000 : 3,421,500 | 2.67 | 1.28 
1881-1885 | 342 7] « 220.5| 1,961,300 ‘ 1.735,000 | 0.89 | 0.62 
1886-1890 | 424 | , . 262.7! 2,700,000| 333.7| 2,250,000 | 1.04 | 0.67 
1891-1892 | Sor! ; ‘ ‘ , 393-9 1,650,000} 378. 4,322,000 | 0.54 | 1.14 
1893 1514 3 e ; 397-3| 3,650,000 , 5,560,000 | 1.19 | 1.50 
1894 | 521 i ‘ 309.6 500,000 | 359.3] 2,270,000 | 0.16 | 0.64 
1895 | 522 4 .38 | 1.03} 399-1) 1,500,000] 351. 3,435,020 | 0.49 | 0.98 
1896 | 517 .38| .76| 302.8 300,000 | 345.7| 3,005,000 | 0.10 | 0.87 
1897 | 516 | 31| 1.16 | 1.00| 298-0] 2,401,500 | 333.4| 3,350,000 | 0.81 | 1.00 
1898* | 500,000 700,000 

| 
































|$26,842,800 $33,109,620 





* Data are lacking for these years, but the number and amount of capital of the failures 
indicate nothing unusual, save the small percentage involved in failures. 


t The figures for the columns headed “In operation” are taken from the report made on 
the date nearest October 1 of each year. The average is taken when the period covers more 
than one year. 
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TABLE VI. 


CAUSES OF FAILURE OF INSCLVENT NATIONAL BANKS, CLASSIFIED AS 
TO THEIR LOCATION IN CITY OR COUNTRY. 








Number of 
failures in 


city 
Number of 


Total num- 
ber of fail- 
failures in 
the country 
Percent. of 
failures in 
the city 

Per cent. of 
failures in 
the country 


ures 





1. Defalcation of officers...... 

. Defalcation of officers and fraudulent man- 
agement 

. Defalcation of officers and excessive loans 
to others 

. Defalcation of officers and a of 
securities ° 

" Depreciation of securities. . Ee nT Tere 

. Excessive loans to others, injudicious 
banking, and depreciation of securities 

. Excessive loans to officers and directors 
and depreciation of securities 

. Excessive loans to officers and directors, 
and investments in real estate and mort- 
gages 

. Excessive loans to others and depreciation 
of securities ‘ 

. Excessive loans to others and investment 
in real estate and mortgages 

11. Excessive loans and failure of large debtors 
12. Excessive loans to officers and directors... 
3. Failure of large debtors. 
14. Fraudulent management 
5. Fraudulent management, excessive loans to 
officers and directors, and depreciation 
of securities 

. Fraudulent management and depreciation 
OE GUN oak scdadden ceed ak eee 

. Fraudulent management and _ injudicious 
banking 

8. Fraudulent management, defalcation of of- 
ficers, and depreciation of securities. 

. Fraudulent management, injudicious bank- 
ing, investment in real estate, and mort- 
gages, and depreciation of securities... 

. Fraudulent management, excessive loans 
to officers and directors, and excessive 
loans to others..... 

1. Injudicious banking 
22. Injudicious banking and depreciation of 
securities 

. Injudicious banking and failure ‘of large 


N 

nN — 
wn = 
— 

“I w 
[os] — 
“ “I 
~s wn 
+ . 
Oo o 
w © 





. Investments in real estate and mortgages, 
and depreciation of securities 

. General stringency of money market, 
shrinku.ge in values, and dep-eciation of 
securities. 8.77 

0.00 





100.00 
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$28,907,283, Or 52.97 per cent., besides payments of $25,668,023 on 
$32,740,200 of claims proved, or 78.43 per cent. 

Table II gives a similar statement for the 169 insolvent country 
banks, in our national system, which likewise have been finally closed. 

The combined capital involved in these failure amounts to $16,549,- 
600, with assets of $48,809,179, from which collections were made to 
the amount of $20,582,089, or 42.17 per cent., and payments of , 
$17,725,785 On $25,900,947 of proved claims, or 68.44 per cent. 

Table III gives the record of twenty-five insolvent city banks 
whose affairs uave not yet been finaily closed, distributed according to 
the time of failure during the same periods, with the same principal 
items. The total capital involved is $12,251,500, with assets of 
$71,499,936, from which there have been collections to the amount of 
$29,342,667, or 41.04 per cent., and payments of $25,021,721 on 
$40,329,304 of proved claims, or 62.04 per cent. 

Table IV shows the similar status of 133 insolvent country banks 
not yet finally closed by the receivers. The combined capital is 
$16,560,020, with assets of $55,700,226, from which collections have 
been made to the amount of $17,643,040, or 31.67 per cent., and pay- 
ments of $11,693,987 on $26,255,045 of proved claims, or 44.55 per 
cent. 

Table V gives the number of banks in operation during the same 
periods, and the number of insolvent banks both in the country and 
in the city, with the percentages for each period, and also the aggre- 
gate amount of capital involved in failures compared with the amount 
in operation in country and city banks, with percentages again for each 
class during the same periods. 

Table VI is a record of the causes of failure of the 359 banks con- 
sidered in Tables I-IV. The number of failures due to each of the 
twenty-six causes and the division of that number among city and 
country banks, with the corresponding percentages, are found in sepa- 
rate columns of this table. 

From this preliminary and somewhat cursory survey of the statis- 
tical material which is the basis of this paper little is gained except a 
familiarity with the data. To discover its real significance a closer 
inspection of the tables is necessary. This means a more or less 
detailed examination of the material presented. 


1. Compare TablesI and II. The aggregate capital of the country 
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banks is larger than that of the city banks. But the assets of the latter 
are considerably larger than those of the former, and the same holds 
true of the proportion of collections on the assets. The percentages of 
collections to the total nominal assets are 52.97 for the city and 42.17 for 
the country banks. Also, in regard to the claims proved, the absolute 
amount is higher in the city, and yet relatively the payment of these 
claims is accomplished with results much more satisfactory in the case 
of the city than in that of the country banks. In the former class the 
percentage is 78.43, while in the latter it is but 68.44. In every period 
covered by these tables, save one, the percentages are better for the 
city than for the country banks. But this exception is entirely over- 
balanced in the totals. According to these tables the city banks stand 
the better test. 

Likewise compare Tables III and IV. There are twenty-five city 
banks here against 133 country banks. Again the capital involved is 
larger in the country banks. The assets of the city banks are very large 
and far exceed those of the country banks; but the collections from 
these assets show that they are of a much better character in the former 
than in the latter associations. The relative percentages are 41.04 in 
the city and 31.67 in the country banks. While the claims proved 
are much larger in amount in the city than in the country banks, 
the payment of these claims is accomplished more successfully in the 
former than in the latter class. The percentages show a great dis- 
parity, being 62.04 in the case of the city banks as against 44.55 in 
that of the country banks. These tables are decisively favorable to the 
city institutions, and the relative advantage here is greater than in 
Tables I and IJ. There are some very bad city failures in Table III, 
so that in several instances the percentages are lower in that table than 
those for the corresponding period in Table IV; but the bad failures 
in the country are in most cases hidden by the great number, among 
which there are many of relatively good standing. But the final results 
here show that the advantage is decidedly on the side of the city banks, 
as in the previous comparison. 

By combining Tables I and III and comparing with them Tables 
II and IV, taken together, we get the showing of all the city failures 
against all the country failures. The capital involved is, of course, 
greater in the country than in the city banks, the amounts being for 
the fifty-seven insolvent institutions of the latter class $26,842,800 and 
for the 302 like concerns of the former class $33,109,620.. The total 
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nominal assets of the city banks are $126,073,592 and of the country 
banks $104,509,405, from which collections have been made to the 
amounts of $58,249,950 and $38,225,129 respectively, or a percentage 
of 46.23 for the city against a percentage of 36.58 for the country 
banks. The total claims proved are $73,069,504 and $52,155,992 for 
city and country respectively on which payments have been made to the 
amounts of $50,689,744 and $29,419,772, #. ¢., 69.37 per cent. for the . 
city and 56.47 per cent. for the country banks. 

These results are uniformly favorable to the city banking associa- 
tions. They have the safer management, if we may judge anything 
from the history of insolvency in our national banking system. Not 
only is the amount of capital of insolvent banks less in the city than in 
the country banks, but the character of assets held is also much better 
in the former than in the latter, so that the results of liquidation are 
much more satisfactory, relatively, to the creditor of a city than to the 
creditor of a country bank. 

In Table VI we observe that injudicious banking is a frequent 
cause of failure, particularly among city banks, but we have seen that 
the results are less disastrous in the failures of city than in those of 
country banks. Excessive loans have entered in as a frequent cause of 
failure, but among country banks in relatively many more cases. The 
implication is that the bank is used as a means of exploiting business 
with dangerous results, especially in rural districts. While defalcation 
and fraud have been proportionally higher in the city, the effects have 
not been so bad upon liquidation, although the opportunities for such 
crimes are probably better in city banks, and the temptation is 
undoubtedly stronger in large institutions. Depreciation of securities 
is a cause of failure, more frequent among country than among 
city associations. The ill-fated “booms” of some of the new 
western towns may explain this in some measure. Stringency has 
had less effect upon city than upon country banks. “Wrecked by 
the cashier” has been the cause assigned for 3% per cent. of the 
country failures, but this officer has never ruined a national bank in 
a city. 

The record of Table VI is again generally in favor of the city 
banks, and it now seems safe to say that the management of city banks 
has been conducted more carefully, or at least in such a manner that 
when failure came liquidation proceeded with better results than in the 
case of the country banks. And it might be naturally expected that 
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such would be the case. The large institutions are of course able to 
pay higher salaries and so to secure men of greater ability. The 
requirements made upon those who undertake the conduct of the 
business are more fully met by the officers of the city banks. Those 
who supervise the affairs of banks are, in country places, frequently 
deficient in this element of personal ability. The confidence of the 
customers of the city banks in the business integrity of those in 
authority seems not to have been badly misplaced. _It is to be feared 
that too little knowledge of the fundamental principles of sound 
banking is often had by the country banker. 


2. Not only do the city banks, in general, conduct a safer business 
but the largest city banks are usually the most carefully managed. In 
Table V, comparing the amount of capital of the city failures with the 
amount of capital in operation, it is found that for most of the periods, 
the amount involved in the average failure falls below that of the 
average city bank in operation. Thus the capital of the fifty-seven 
city banks that have failed is in the aggregate $26,842,800, an average 
of about $471,000. This amount is less than the average capital of 
the city banks in operation at any period of the history of the system. 
It cannot be said with surety that the same would be true of the assets, 
but probably such would be the case, as a reference to Tables I and 
II] seems to indicate that most of the failures in city. banks have been 
among the class that had small assets. At any rate, those failures 
where the assets were largest have usually given the most satisfactory 
results upon liquidation, so that there seems to be warrant for the 
assertion that the largest banks do the safest business. 

In this connection some notable exceptions are to be made, such 
as the case of the famous Keystone National Bank of Philadelphia, 
which carried down the Spring Garden National Bank. These insti- 
tutions were not of the largest class, but were above the average. 
Another exception is the case of the Fidelity National Bank of Cincin- 
nati. But against these may be cited the instances of the Ocean 
National Bank of New York, the National Bank of the State of 
Missouri, and the Maverick National Bank of Boston, or the National 
Bank of Illinois, which is liquidating more satisfactorily than some 
of its smaller neighbors. 

The comptroller has, for purposes of his own, with which this study 
has no connection, prepared some tables that give material of value for 
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this paper.*. In the Report of the Comptroller of the Currency for 
1898, are tables giving the records of 195 insolvent banks, which had 
failed and whose affairs had been finally closed previous to May 1808. 
In one of these tables the arrangement of failures according to the 
amount of capital involved is of use on the point in question. A 
reference to that table will. reveal the fact that the character of the 
assets held is best among banks with capital of $200,000 or over, and 
the percentage of collections from assets is higher where the capital is 
larger up to the limit of $500,000. In six banks of capital above that 
amount the percentage falls below, but an examination of these six 
cases shows that the banks with the smallest amount of capital are the 
weakest. The exception of this small group of banks does not 
seriously affect the general statement that the largest banks as a class 
have proved the safest. It is to be noted that the percentage of claims 
paid is higher in this group of six banks than in any other, so the 
creditors of that class of banks have been better off than those of any 
other class. The ratio of payments of claims to claims proved descends 
with the lowering of the amount of capital involved, and at about 


the same rate. 
A consideration of Table III will show that the worst failures are 


usually among the banks of the smaller class of city associations. This 


has been especially true of western cities. In view of the facts brought 
forward, the statement appears to be correct, that the large city bank 
is safer than its smaller competitors just as the city bank is safer than 
the country bank. Bank failures are also less disastrous in old com- 
munities than on the commercial frontier. There will be found, in 
connection with the table already mentioned, in the comptroller’s 
Report for 1898, another table classifying the failures with respect to 
the group of states in which the banks were located. The results of 
liquidation in the New England, eastern, and middle states, where 
business has long been established are far better than in the southern, 
western, and Pacific states, where conditions are less settled. So in 
the case of city banks, and particularly in regard to those large institu- 
tions which have been well established for a long time, the chances of 
disaster are much less. 


3. That city banks are strengthening their position is a conclusion 
that has been reached by a somewhat detailed examination of Tables I- 


* Cf. Bankers’ Magazine (New York), December 1898, vol. lvii. p. 972. 
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IV. The record of failures in the city banks has improved very much 
since the early years of the national banking system. Of late years 
the number of city banks in operation has been much greater, but the 
percentage of failures among banks of that class has been small com- 
pared with some of the earlier periods, notwithstanding the recent 
commercial crisis. To take one instance, there were twenty-one city 
failures involving capital to the amount of $10,480,000 during the 
decade 1871-1880. ‘This period was characterized by a crisis, but the 
test was more severe during the years 1891-1897 when there were only 
twenty-two failures with a combined capital of $9,801,500. Yet there 
were almost twice as many city banks in operation, with 50 per cent. 
more capital in the latter than in the former period. The percentage 
of failed banks to banks in operation, in the city, will show a great 
relative advantage for the more recent period. It has been noted that 
the failures among city banks, have of late years been among those of 
the smaller class, and these records confirm the belief that the largest 
banks are continually increasing their strength. It follows that their 
ability to withstand any test which may come is becoming greater. 
Table V shows that for every period before 1891-2 the propor- 
tion borne by the capital of insolvent city banks to the capital of the 
city banks in operation, was greater than the corresponding ratio 


among country banks, but since that time the advantage has turned 
to the side of the city. For most of the years since 1890 the propor- 
tion of capital of insolvent city banks to that of city banks in operation 
has been below the same ratio for the lowest period previous to 1891-2. 


4. That city banks are better able to withstand a commercial crisis 
is a conclusion supported by the facts given in the preceding section. 
The percentages referred to in Table V show that it was the country 
banks that were particularly hard hit during the recent crisis. There 
were in the period 1891-1897 among country banks 192 failures, or 
almost two thirds of the total number of failures among banks of 
that class during the entire history of the national system. The com- 
bined capital of these 192 failures was $21,942,020, or about two thirds 
of the total amount involved in country failures in the national bank- 
ing system. During this same period there were twenty-two city 
failures with a capital aggregating $9,801,500, or about two fifths of 
the total number of banks and amount of capital involved in failures 
during the entire history of the system. 
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During the decade 1871-1880 the city failures were almost as numer- 
ous as during the years 1891-1897, but in the former period there were 
only one fourth as many country failures as in the latter period. This 
exceptional situation was due in no measure to stringency among city 
banks. Speculation was running rife during the early seventies, and 
inflation was the cause of much of the disturbance. The record of 
this period seems to controvert our statement, but the city bankers 
were taught the necessity of paying stricter heed to their business. 
And the results of the late crisis show that bad banking principles have 
been to a large measure rooted out of the management of city banks. 
Banking associations in the city have developed their opportunities for 
strength since that earlier period, and it may now be said that they 
are able to withstand a crisis better than country banks. 

Mutual support is afforded in the city by the use of clearing-house 
certificates and combined reserves. This has proven an effectual tem- 
porary expedient for relieving a bank that is hard pressed. No similar 
system has been found practicable among country banks. The pres- 
sure is undoubtedly more severe in the city but the means of meeting 
the extraordinary demands made upon their resources seems to be at 
the disposal of the city banks. It may justly be repeated that the city 
banks have proved themselves better able to brave a commercial and 
financial storm than the institutions in country places. 


5. If these great banking institutions in the leading commercial 
centers of our country are better equipped with men and means for 
advancing the best business interests of the community, why not allow 
them to extend their benefits into the country districts? The rural 
community would in this manner get the advantages of the city banks 
at its door. The results of this study seem to indicate that the control 
of the banking interests of the country by the largest concerns in our 
national system would bring to the whole country the benefits of a safer 
management, more uniform rates of discount, and an extension of 
business in enterprises not feasible at present. Why should the cus- 
tomer of a bank object to ‘knowing, when he deposited money with 
his banker, that his property was more secure ; or why should he refuse 
to take loans on easier terms than at present? The question, whether 
or not a system of branch banks is best for this country, for other 
reasons than are here considered, does not fall within the scope of the 
present discussion ; but a strong reason for the introduction of such a 
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system may be found in this study. It may be inferred from the results 
of our investigation that by such means insolvency would be reduced 
to a minimum, and when failure was unavoidable creditors would be 
safer than at present. It has been seen that the city stands above the 
country in the conditions favorable to the conduct of a safe banking 
business and it is -to be expected that these advantages would be 
extended more broadly by the establishment of branch banks by the 
large city associations. As the conditions are more favorable in the 
city, this extension of the privileges of the city banks to the rural com- 
munity seems desirable. 


The records of insolvency have been considered with regard to the 
character of the business done by national banks in city and country. 
The results of the investigation may be briefly put in the following 
conclusions : 

1. That the management of city banks is safer, since the character 
of their assets is better, and their ability to pay claims, when insolvent, 
is greater. 

2. That among city banks the largest institutions are generally 
more carefully managed. 

3. That the city banks are strengthening their position, failures 
being far less frequent among that class of banks now than in the 
early history of the national system. 

4. That the city banks are better able to withstand a commercial 
crisis than country banks. 

5. That, in view of the advantages found to be on the side of the 
city banks, a system of branch banks under the control of the large 
city associations would conduce to a safer banking business through- 
out the country, and so would be beneficial to the best commercial 
interests of the nation. 

Warp A. CUTLER. 
THE UNIVERSITY OF CHICAGO. 





NOTES. 


THE first four numbers of a monthly journal of economics, 
Ekonomisk Tidskrift, published under the auspices of the university of 
Upsala, have come to hand. The editor, Professor David Davidson, 
in the published prospectus defines the aim of the new journal as 
eminently practical and objective; it is to deal primarily with questions 
touching the present economic interests of the Swedish people. But 
this chief aim does not exclude “ briefer communications and comment 
on economic phenomena in other countries.’’ A special feature is a 
monthly conspectus of the position of the leading Swedish banks, 
toward which the thirty-two banks of which an account is given co-op- 
erate. To judge by the contents of these first four issues, the Zidskrift 
will give most of its space to discussions of banking and currency; with 
questions of railway policy, industrial legislation, and vital statistics 
occupying a subordinate position. 

PROFESSOR N. P. GILMAN, the author of Profit-Sharing and Socialism 
and the American Spirit, is preparing a volume on employers’ institu- 
tions for the benefit of workingmen, which will be issued by Houghton, 
Mifflin & Co. in the autumn, under the title 4 Dividend to Labor. 


THE ARKANSAS RAILWAY COMMISSION LAW. 


—— 


Tue advisability of creating a railroad commission in Arkansas 
has been under public consideration for four years. In 1897 a com- 
mission bill was introduced in the state senate, but failed to pass the 
house of representatives. In the election in the fall of 1898 an 
amendment to the constitution was adopted providing that the gen- 
eral assembly should pass laws to prevent abuses, unjust discrimina- 
tions, and excessive charges by railroads, and that it should create a 
commission to carry these laws into force. During the present session 
of the legislature a commission bill, modeled on the Alabama law, 
was introduced in the senate; this was not acceptable to the house, 


which objected to the assessing of the expenses of the commission on 
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the railways, to the unlimited powers of the commission to engage 
experts, and to the provision for free transportation. The house intro- 
duced a compromise measure which has become a law. 

Under the law three commissioners are provided for. ‘These are 
appointed by the governor, in the first instance, with the approval of 
the assembly in joint session. The term of office is two years. At the 
next general election, and thereafter, the commissioners are to be 
elected for a term of two years. One commissioner is to be chosen 
from the first and sixth congressional districts, one from the second 
and fourth, and one from the fourth and fifth. The salary of each 
commissioner is $2500 per annum. There is also provision for a secre- 
tary and forastenographer. The total cost of the commission is borne 
by the state; the commissioners are required to be at least twenty-five 
years of age; they are not to be interested in railroad enterprise either 
within the state or without. If a commissioner does become interested 
he is to be given reasonable time to dispose of his interest, failing 
which the office is to be vacated. A commissioner is not to engage in 
any occupation incompatible with his duties as commissioner. 

The railroads and express companies subject to the provisions of 
the act are required within fifteen days after notice to submit tariffs 
and rate-sheets to the commission. The commission is to examine 
and revise these rates and determine whether they are just and reason- 
able. The wording of the act is somewhat obscure but it would appear 
that thereafter the determination of just and reasonable rates is to be 
made by the commission without the submitting of any further rate- 
sheets or tariffs. The commission in such subsequent regulations is to 
give the corporations affected an opportunity to be present and show 
cause why no change should be made in existing rates. In determin- 
ing rates the commission is to consider the character and nature of the 
services performed, the entire earnings of the company, the cost of 
operation, and the income and value of the company. The commis- 
sion is not to change a tariff, which it has approved, on less than ten 
days’ notice. The provisions already cited when taken in connection 
with a subsequent provision that the commission is to ascertain the cost 
of construction and equipment per mile of every railroad in the state, 
and the amount it would take to reconstruct the road, track, and 
depots would suggest that the cost-of-service principle was to be 
held in mind in the rate-making. No power of classification is con- 
ferred upon the commission. 
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Preferences, discriminations, and pooling are forbidden. The 
“long and short haul” clause is contained in the act. In connection 
with this provision it is stated that the road of any corporation shall 
include all railroads owned or operated by it under contract agreement 
or lease. 

Violations of the provisions of the act entitle the person aggrieved 
to bring suit within one year from the date of the offense complained 
of and to recover double damages together with the cost of the action. 
The commission, on behalf of the state, shall institute proceedings in 
the courts when the act is violated ; each violation is punishable by a 
fine of not less than $500 nor more than $3000. The prosecuting 
attorney of the district in which the action is brought prosecutes the 
case and receives a fee not exceeding 25 per cent. of the amount 
recovered. No provision is made for his payment in case the action 
fails. In cases arising in connection with the enforcement of the find- 
ings of the commission such findings are to be regarded as prima facie 
evidence. 

The companies subject to the provisions of the act are required to 
furnish the commission with copies of all leases, contracts, and agree- 
ments with other lines ; and to furnish such further information as may 
be required by the commission. The commissioners are empowered 


to inspect the books and papers of any railway company and to 
examine the officers of the company under oath. In investigations 
they may subpoena witnesses. If the witnesses refuse to attend or to 
answer, the commission may fine and imprison them for contempt. 
The railroads and express companies, under the act, are required to 
make annual reports in accordance with forms prescribed by the com- 
mission. 


S. J. McLean. 


UNIVERSITY OF ARKANSAS. 


TRUSTS AND THE TARIFF. 


In recent issues of some of the more prominent newspapers, there 
have appeared various editorials on the question of trusts. The edi- 
tors of the papers evidently recognized the immensity of the problem 
as well as the popular demand for some means to stop, or at least 
check such concentration, and, strange to say, have put forth a common 
solution. Their solution is based on the supposition that trusts are 








NOTES 3823 


due to the tariff, and hence if any changes are made in it the combi- 
nations will be open to foreign competition, and possibly injured. 
At any rate the consumer will have the benefit of lower prices caused 
by the competition of foreign producers. 

Tariffs can hardly be said to be the cause of trusts. It is undoubt- 
edly true that barriers against international trade do make the organi- 
zation of such concerns much easier. The real facts go to show that 
tariffs help to control industry, but in a small degree. The excessive 
competition of many plants stimulated by unnatural incentive leads to 
the concentration of capital. The anarchy of industry has repeatedly 
been the cause of combinations. In one sense a tariff does prevent 
the formation of international combinations. Robert Liefmann,* a 
German authority, says that ‘had Germany free trade a greater num- 
ber of powerful international organizations would be in existence than 
now.” A tariff does make it possible for a combination to sell the 
overproduction in other lands without lowering the prices within the 
country in which it operates. But if no such barrier existed even an 
international combination might find it very difficult to hold its organ- 
ization together in the face of a world-wide competition. 

But just how far is a tariff instrumental in creating trusts and the 
like ? An examination of a list of millionaires in the United States 
(one would suppose millionaires made their money by combinations) 
shows that 2727 made their money in industries not the least pro- 
tected. The World’s Almanac, 1898, p. 126, publishes a list of com- 
binations. In this list are 121 corporations, out of which number, forty- 
eight, in the opinion of the writer, would not be affected by a repeal 
of tariff duties, in those cases where such privileges are enjoyed. A 
combination like the milk or bakers’ trust will not be injured by any 
legislation Congress can pass. The American Sugar Refining Com- 
pany and the American Tobacco Company would look with favor 


‘ Unternehmenverbinde, p. 66. 


?In protected industries mainly, - - 1125 
In cattle and lands, - - - 47 
Patent medicines, patents, - : 93 
Inherited, origin unknown, - - - - 34 
Origin of fortune not known, - 21 
Industries not the least protected, - - 2727 


4047 
—Encyclopedia of Social Reform, article “ Millionaires.” 
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upon a reduction in the tariff upon raw material, knowing that their 
combinations were sufficient to protect them against any foreign com- 
petition in refined sugars.’ As the tariff stands today it protects us 
in some degree from international combinations which could not be 
formed with the barrier of a tariff against foreign products. 

In some cases the repeal of custom duties would virtually destroy 
not only the combination but the industry. Such an instance is that 
of the tin-plate industry. This organization was formed in Decem- 
ber 1898, with a capital of 50 millions of dollars. The tin-plate 
maker has never been able to make his product for less than $2.75 per 
box, of 108 No. IC 14x20 plates. The duty is now $1.62 on the 
single box. The English makers are selling the same thing in Liver- 
pool for $2.30. The price quoted above for the American product is 
about cost. Since the formation of the combination the quotation 
has been raised to $3.80. The repeal of the tariff would destroy the 
combination and the industry. 

It is not in the case of tin or products of this character that the 
people complain, but in the monopilization of food products and 
necessities. Any repeal of tariff duties in these instances will not 
break up the combinations now controlling the output of milk, crack- 
ers, oil, clothes, coffins, etc. The problem is by no means so easy as 
that. FRANK L. MCVEYy. 


UNIVERSITY OF MINNESOTA. 


PROFESSOR PATTEN’S PSYCHOLOGICAL DOCTRINES.* 


PROFESSOR PATTEN’s chapter on “theory” is in substance a sum- 
mary of the theory outlined in his Zheory of Social Forces. The 
author’s problem is to explain the part played by consciousness in 
human activity, in the adjustment of the organism to the environment. 
He conceives this to be effected by the relations established between 
two fundamentally distinct kinds of ideas—-sensory and motor. The 
sensory ideas are created by incoming nervous currents set in motion 
by the environment; the motor ideas excite the outgoing currents 


* Trust Investigation, New York, 1897, pp. 120, 121. 


2 Yale Review, November 1898. 


3 The Development of English Thought: A Study in the Economic Interpretation 
of History. By Simon N. PATTEN. New York: The Macmillan Company, 1899. 
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which create movements adjusting the organism to what it knows of 
the environment. The sensory and motor ideas are associated with 
each other, the sensory idea calling up by its presence its appropriate 
motor idea in conformity with the requisites for survival. The causal 
order is therefore as follows: external stimulus, sensory idea, motor 
idea, motor reaction. The mental mechanism is thus a static fact or 
datum, the motor energy coming from the environment. 

This dualistic scheme of mental facts, outlined clearly enough at 
the beginning of the chapter, and even more clearly in the Zheory 
of Social Forces, breaks down as soon as the author begins to explain 
its operation in detail. The motor ideas suffer most. The absolute- 
ness of the author’s separation of sensory and motor ideas gives the 
term “motor” a peculiar significance not recognized by psychologists 
generally. When a psychologist of the modern school speaks of an 
idea as motor he means that any idea, whether of a movement or of a 
static object, may be the exciting cause of a motor reaction, perhaps 
also the product of such a reaction. But Professor Patten’s motor 
ideas are exclusively pictures of movements to be performed by the 
organism. On his theory “ The series of acts that lead to the acquisi- 
tion of an object are pictured in consciousness as distinctly as the series 
of ideas that enable an observer to distinguish one object from 
another” (p. 2). It is these motor pictures which, if I understand 
him aright, must be in the possession of every individual. Yet they 
are not, as one might infer, innate or inherited. “It is not the ideas that 
are inherited but the motor mechanisms that excite activity when these 
ideas are present” (p. 3). This makes their origin something of a mystery. 
They are not ex Aypothesi the reflection of environment, nor innate or 
inherited. Eitherthen they are created by the out-going nervous currents 
or they are the reports, after the fact, of the movements of our bodies. 
in either case the motor reaction precedes its picture and is not caused 
by it; and if so, the adjustment to environment is effected not by the 
association of sensory ideas with ideas of movement but by an imme- 
diate connection between the sensory idea proceeding from an external 
object and the motor reaction itself. This is what is meant by psychol- 
ogists in speaking of the motor aspect of ideas and it is what the 
author himself seems usually to have in mind. The motor “idea” 
which appears in his preliminary classification is forthwith dropped 
out of sight. In its place he speaks of motor “ powers,” “mechanisms,” 
and “reactions,” which seem to be stimulated immediately by the 
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appearance of the appropriate sensory idea in consciousness, without 
the intervention of their own image. As if to leave no doubt that he 
has abandoned the motor idea he makes a distinction, within the 
sensory ideas, between clear and vivid ideas and defines the vivid as 
those which excite motor reactions (p. 15). The specifically motor 
idea is, therefore, a fiction. 

He is equally unsuccessful in this account of the peculiarities of 
the sensory ideas. We are led at first to regard the sensory idea as the 
passive imprint of environment. They are determined, he tells us 
(p. 4) “by the bare isolated phenomena of the external world,” while 
motor reactions are determined by the requisites for survival. But two 
pages further we learn that the sensory ideas are also determined by the 
requisites for survival. A people circumscribed by a local environment 
have little use for fine sensory distinctions, little need for increasing the 
number of their sensory ideas; as the result of this their development 
is motor rather than intellectual. ‘Again he tells us (p. 13) that char- 
acter (inherited motor tendencies) in seeking to master nature increases 
the number of “conscious modifications of external conditions.” Pure 
sensory development (p. 15) tends to give an equal emphasis to all the 
ideas coming from the outer world. But pure sensory development 
seems never to occur, for the conditions of survival emphasize certain 
objects and relations and thus create the ideals of the race. The result 
of these statements and others that could be cited to the same effect is 
that the sensory ideas do not after all faithfully represent the external 
facts but are influenced at every step by the necessities of organic 
activity. 

The dualism of sensory and motor ideas was not, of course, orig- 
inally conceived by Professor Patten. It is substantially a re-statement 
of the old dualism of cognitive and motive powers, of intellect on the 
one hand and volition on the other, which still lingers in psychology ; 
this dualism of intellect and volition is a later development out of a 
tripartite division of mind into knowledge, feeling, and will; and this 
too, may be regarded as a remnant of the old faculty-psychology which 
treated the mind as though it were a congress of independent per- 
sonalities in the guise of separate faculties. But though psychologists 
continue to treat intellect and will as more or less distinct none of 
them would now think of setting up separate sensory and motor ele- 
ments after the manner of Professor Patten. Recent psychology has 
brought out into strong relief the factors of attention and interest. It 
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has shown that not only deliberative reasoning but sense-perception is 
influenced at every step by the selective activity of attention and that 
the selection is governed by the interests and desires of the agent. As 
Professor James puts it, “ knowing is always for the sake of doing.” 
Knowledge is not the passive reception of impressions from external 
sources but a selective activity governed by subjective interests. It is, 
therefore, impossible to separate the knowing and willing activities since 
each presupposes the other. 

In the chapter of “Theory” the factor of attantion seems to be 
entirely overlooked, but some provision is made for it in the Zheory of 
Social Forces. In that work the author introduces the metaphor of a 
“society of centers” in order to define his conception of mind. The 
society seems to be a hierarchy of higher and lower centers. A “self- 
conscious center” presides over the hierarchy (or rather bureaucracy) 
and directs the movements of the organism. He is assisted in his labors 
by a multitude of lower centers who receive the information coming 
from the outer world and pass it on to their superiors after having added 
certain information of their own, relative to the matter in hand, inher- 
ited from the past experience of the race. In this manner the “ self- 
conscious center ” receives his information from the outer world properly 
selected, arranged and annotated. One is not surprised to learn that 
this psychical civil service is an invention of the author, though it is 
based, he tells us, upon the facts of the nervoussystem. Unfortunately 
he regards the nervous system as too simple and the facts too familiar to 
need description ; and the reader is therefore unable to pass upon the 
sufficiency of the neural facts as a basis for the author’s theory of 
mind. But in view of the difficulties which beset the ‘neurologists 
themselves in the attempt to define the relations between the higher 
and lower nerve-centers and between the different parts of the cortex 
it is safe to say that nothing is certainly known of the nervous system 
which will justify the author’s complicated system of relations between 
the higher and lower centers. And of this we may be quite sure, that 
no neurological basis has yet been discovered for his “self-conscious 
center.” 

One is not surprised after this feature of the theory to learn that 
the author is an associationist. The later associationists have pre- 
ferged to talk in terms of brain and nervous-system rather than of mind. 
Since the brain is something physical they seem to feel themselves on 
more solid ground. But their conception of brain activity is often 
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quite as theoretical and based as little upon physiological investigation 
as that of Professor Patten, though rarely so elaborate and ingenious. 
Professor Patten acknowledges allegiance to no modern author. His 
position, he tells us ( Zheory of Social Forces, p. 29), is that of Locke 
and Hume. He differs from them only in holding that knowledge is 
not directly the product of experience, but of experience modified by 
the mental mechanism, which is the inherited result of past experience. 
In this he agrees quite closely with Spencer ; and, in fact, the general 
tone of his work is distinctly Spencerian. It shows no traces of more 
recent psychology except in the attention paid to motor activity. 
Much of his language on this subject would harmonize well with that 
of the modern “dynamic” school of psychology; but the tendencies 
of this school are quite at variance with his general associational point 
of view. 


The source of energy for the mental and physiological mechanism 
is to be found ultimately in environment. The environment holds 
much the same relation to humanity as the sun to the earth. Not all 
the energy upon the earth is directly communicated by the sun though 
the latter is ultimately the sole source. Similarly human activity is not 
to be explained wholly by reference to present external conditions. 
We have to reckon with hereditary habit, constituting a self seeking to 
realize a purpose of its own through present conditions. But heredi- 
tary habit is ultimately nothing more than the product of ancestral 
environment ; it is the form into which, in the course of evolution, we 
have been moulded by the forces of nature. Human nature is a static 
fact. It has no possibilities of change or development within itself 
but develops only in obedience to the changing conditions imposed by 
environment. Upon this feature of the author’s theory is based the 
distinctive purpose and method of the whole book. He undertakes to 
show that the development of English thought was not in any degree 
a dialectic or logical development but due in every detail to the suc- 
cessive changes in environment. 

But though he sets out to explain the man by his environment, he 
at the same time defines the environment with reference to the man. 
By environment he means “the grand result of the natural phenom- 
ena of succeeding ages” (p. 10); but he distinguishes the present 
environment as “the definite group of conditions that is essential to 
the welfare of the race,” that is (to turn to the Zheory of Social Forces, 
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p. 10), “the environment of an organism is not the sum of all the objects 
surrounding it.” There may be “an indefinite number of environments 
each giving certain possibilities to animals adjusted to them” (d#d.). 
The mass of objective conditions, he tells us, is indifferent. But, if 
this be true, human activity cannot be wholly “due to natural con- 
ditions” (p. 11); for in that case nothing within the range of the 
organism ought to be indifferent. Every wave of light or sound, no 
matter how uninteresting, should have its effect in determining the 
activity of the organism. It is only when we define the environment 
with reference to the needs and interests of the organism that any 
features could be conceivably indifferent. And this is the definition 
which the author seems to have in mind. If there is ever a time in the 
history of the organism when the environment is not defined by the 
selective activity of the organism it ceases after the first step has been 
taken. The environment is thereafter to some degree a function of 
the organism. It cannot, therefore, be set up as the sole factor in the 
organic development. 

This confusion in theory finds its way into the author’s description 
of facts. Natural conditions and the products of human intelligence 
are grouped together under the single conception of “ environment.” 
Climatic conditions appear in the same class with gunpowder, printing, 
glass windows, and woolen clothing. Family life is due to the appear- 
ance of glass windows and chimneys, and not the latter to the needs 
of family life. The author deals with human inventions as if they 
were gifts of nature. He ignores the fact they are the outcome of 
individual thought and overlooks the not impossible hypothesis that 
the happy discovery of the individual may be nothing but the final 
outcome of the growing and conscious needs of the community. The 
reference of the man to his environment reaches its climax in the 
humorous explanation of the modern Englishman by his bath. “An 
unbathed Englishman is a sensualist; a bath turns him into a gentle 
optimist. The bath tub is the parent of that English optimism of 
which the last two centuries have seen so many examples” (192). As 
if bathing had been any more of a possibility in the last two centuries 
than at any other time in the history of the race. 


The associative relations between the sensory and motor ideas (and 
through them the relation of the organism to its environment) are deter- 
mined by the requisites for survival. It is hardly correct to say that 
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the author is inconsistent in his conception of the “requisites for sur- 
vival.” He seems rather to think that the conception demands no 
analysis. Yet it is not easy to determine from his account of race- 
development just what constitutes the conditions of survival or how 
they operate as a factor. A people begins its career, he tells us, in a 
local environment where the conditions for survival are simple and 
easily learned and call for motor rather than for sensory development. 
Here the contest is chiefly between man and man. Progress brings the 
race into a more extended environment where the contest is with nature 
rather than with man. The complexity of natural conditions then 
demands that men become “ conscious, cautious, and analytic ”— a sen- 
sory rather than a motor development; and this includes the develop- 
ment of science and philosophy. “Their sensory powers thus become 
the requisites for survival, and develop with as much luxuriousness and 
wastefulness as do the motor powers in a local environment” (p. 7). 
But just why, or how, or in what sense, the author does not explain. It 
is true, indeed, that the “ food, clothing, and shelter come from a great 
variety of sources and the materials from which they are made are many 
times reconstructed before they assume their final form.” But unless 
the man himself, his nature and wants, has changed, why does he 
require, for mere “survival,” a different line of goods than formerly ? 
It looks as if these increased wants were due, not merely to the 
increased complexity of his environment, but to the luxurious develop- 
ment of his sensory powers, producing a taste for adornments rather 
than for necessities. And the author seems to think as much; for he 
tells us that the final result of all this sensory development is that men 
“see less clearly than their ancestors the few essentials upon which race 
survival depends.” But he nowhere states what these “essentials” are. 
He seems in the same paragraph to regard the higher cultural develop- 
ment as “requisite for survival,” and yet, on the whole, not really 
essential. 

The conception of survival suggests certain physical conditions to 
which everyone must conform in order to survive, and conformity to 
which will ensure survival. It assumes, on the ground that men are 
identical in their physiological structure, that the conditions for sur- 
vival must be the same for all. But it has been impossible so far to for- 
mulate the conditions. No one has yet determined, for instance, the 
minimum in kind and quantity of food supply necessary for the bare 
continuance of life. Nor on the other hand is there any object so 
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trifling that it may not be for some one a requisite for survival. Every 
disappointment or failure tends to lower one’s vitality and no one can 
say how important the object must be for the shock of failure to prove 
eventually fatal. The immediate fact then is that the requisites for sur- 
vival vary with the impulsive nature of the individual and with the cul- 
tural stage reached by the community. The necessities of a European 
are different from those of a Hottentot. The different stages of evolu- 
tion may indeed be conceived in the light of a constant primitive 
impulse toward the mere continuance of existence, modified by the 
variations in external conditions ; but to accept this as an explanation 
we need to have our unit of vitality defined. ‘“ Requisite for survival” 
means in itself nothing, since it varies with the differences to be 
explained. 


Professor Patten fails, therefore, to carry out consistently the theo- 
retical lines marked out in his preliminary statement. His problem is 
human activity. To render this intelligible he postulates a mental 
mechanism, a distinctively passive and mechanical instrument, composed 
of two orders of parts; the relations between the parts have been 
determined by the conditions of survival present in the past environ- 


ment of the race; and the machine stands ready to react upon the 
various changes of external conditions in a definite and pre-determined 
manner. But in working out his theory the dualistic scheme of ele- 
ments breaks down, the sensory elements are influenced by the condi- 
tions of motor activity, the environment is defined by the selective 
activity of the organism, and the requisites for survival are also not 
without reference to the needs of the organism. In this manner he 
introduces among his data the fact to be explained. At the same time 
he gradually changes his position from that held by one school of psy- 
chology to that held by their opponents and attempts to hold both 
together. He begins with the associationists, whose tendency is to 
explain the self by the environment; he presently takes his stand 
among those who tend to explain the environment as a function of the 
self. 
WARNER FITE. 
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Umrisse und Untersuchungen sur Verfassungs-, Verwaltungs- und 
Wirtfchafisgeschichte, besonders des Preussischen Staates im 17. 
und 18. Jahrhundert. NVonGustav SCHMOLLER. Leipzig: 
Duncker und Humblot, 1898. 8vo. pp. xiii + 686. 


In these last years the leading men of the German historical school 
have presented the quintessence of their work in collections of essays, 
which, perhaps better than their bulky works, disclose their attitude 
toward economic and sociological problems. Biicher’s Entstehung der 
Volkswirtschaft, Knapp’s Landarbeiter in Knechtschaft und Fretheit 
and his Grundherrschaft und Rittergut, Brentano’s Gesammelte Aufsdlze 
and Schmoller’s Umrisse und Untersuchungen throw light upon the 
work and aim of the last generation of historical economists. In wit- 
nessing their harvest we may try to judge from Schmoller’s book as a 
specimen how far their ideals have been realized and our knowledge 
has been enriched by them. At the outset it may be held in remem- 
brance that, if twenty years ago public men in Europe were right in 
complaining how little help the meager portions of economics con- 
cerning agricultural, industrial, and social politics could afford them, 
the new school has to a certain degree filled out that deficiency. The 
leaders of the historical school have not only inquired into present and 
past institutions and svstems of economic administration, but they 
have also classified and analyzed the results of their historical and 
statistical investigation. The theoretical training, which they had 
received from their predecessors, as well as their equipment with facts, 
have brought forward works of permanent value, which, like those of 
Meitzen and Knapp, contain an almost mathematical derivation of 
modern forms of agricultural labor and land-tenure from historical 
forms of social dependence. Such work is not of scientific value alone ; 
it is also of practical importance. If the phenomena, let us say, of 
certain modes of colonization are by experience proven to appear only 
under certain premises, the question of their application is rendered 
much easier to the statesman. 
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If such in general are the results of the activity of the historical 
school, they have been obtained by no new method, but by isolating 
and comparing similar groups of economic phenomena. And, while 
elsewhere sociologists have taken pains to discover the mystic principle 
of the evolution of human society, historical economists have done 
nothing but patiently analyze the causes of concrete phases of social 
transformation. They have declined to develop the world’s history 
by means of some simple formula ; they preferred to win insight into 
the causal coherence of certain economic facts, rather than to aim at 
fictitious generalizations. 

Nevertheless this attitude of, one might say, proud modesty cannot 
be maintained. In the long run the needs of economic history itself 
make themselves felt; and even an hypothetical explanation of the 
transition of one economic order into another one is felt to be pref- 
erable to a total want of direction. To explain the genesis and 
development of modern economic life is the task which Biicher and 
Schmoller have set to themselves. The hypothetical character of this 
question will best be seen by comparing the conclusions reached by 
the two. 

“National economy,” in modern terminology, is, according to 
Biicher, of recent origin; it presupposes the existence of exchange, 
division of labor, and of the authority of the state. Before “ national 
economy” arose two economic orders had to disappear: the primitive 
economic organization of families or groups, producing merely for their 
own consumption, and the medizval city economics, production for 
a restricted circle of customers. Not until many articles for consump- 
tion only reach the customers after having passed through the chan- 
nels of the world’s market, does modern national economy exist. 
These three phases, therefore, differ only as regards the length of the 
way by which articles of consumption pass from the producer to the 
last consumer. 

To Biicher, therefore, the organizing principle of economic life is 
itself an economic agency. To Schmoller it is what we might call 
supra-economic. To him the different shapes which human society 
takes, the differences between the needs of the administration of village, 
town, province, and state are the constituting elements of economic 
life. If in Biicher’s explanation we miss the origin and development of 
exchange, and of the interdependence of its forms with those of produc- 
tion by Schmoller’s interpretation of economic evolution, this compli- 
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cated process is explained by the even more complex organization of 
the functions of the state. This theory the author professedly expounds 
in his essay on the mercantile system, which, through Professor Ashley’s 
Economic Classics, is well known to English readers; in a postscript 
which the author has added in Umrisse und Untersuchungen, he 
remarks that Biicher’s, as well as his own kind of explanations, should 
be applied, in order to arrive at an exhaustive treatment of the genesis 
of economic organizations, and perhaps other methods besides (“ woA/ 
noch mancherlei ausserdem"’). In Schmoller’s work, the leading 
ethical ideas, the unseen hearts and brains of the masses and the per- 
sonal activity of public men, play an important part among such 
“other agencies.”” But while no one could deny their weight even in 
the economic affairs of mankind, we are sadly wanting to know the 
degree in which the sphere of the spiritual factor reigns over material 
life. We want his line of demarcation. 

The historical school, therefore; in its most conspicuous exponents 
in Germany, can hardly claim to have reached the height of scientific 
ambitions, which in the struggle for method in economics and in the 
controversy concerning materialism and idealism in historical science, 
has reached its summit. Yet it would be equally unjust to deny that 
to them we owe, as economists, a better distinction between the per- 
manent and the variable factors in economic life, and that by them 
has been spread a recognition of the complex character of phenomena 
which the old school sometimes with some violence explained as being 
only applications of a fictitious simple case. On the other side, 
modern economic historians know better than the historians of the 
past on which agencies the development of our social and cultural 
institutions rests ; they are bringing more light into that part of history 
which does not wholly belong to the past, but still influences the 
present. Of course they differ in assigning to one cause or to the other 
the more prominent part, depending on what is the main interest of 
their study. Thus Biicher dwells on the division of labor in the medi- 
eval town, on its population, its budget, and on the origins of the 
newspaper press, all of which are brought under the application of his 
formulas: production by and for the consumers, production for 
customers, production for the market. Schmoller describes the 
influence of city, of territorial, and of state economies, upon the 
great domains of public policy: on public finances, on the army, on 
administration, on regulation of artisan corporations and industry, on 
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colonization, and on the corn trade. Schmoller’s Umrisse abound in 
illustrative details of his leading thesis. Thus a minute description of 
the prohibitionist policy which Frankfort in 1562 practiced against 
Stettin, shows the beginning of state protection to lie in the eco- 
nomic rivalry of cities when no central power was yet in exist- 
ence. That “the destinies of political evolution are the prime factors 
of financial history ” is equally visible from an essay on the epochs of 
Prussian financial policy. He describes-the primitive forms of feudal 
dues in the period of colonization, the adoption of money payments in 
the territorial period (1400-1640), the reform of taxation introduced 
by the Great Elector, the state excise and monopolies introduced in 
the eighteenth century. The absorption of the organs of public 
authority by the central power is no less demonstrated in a fascinating 
account of the changes by which, from the private enterprise of 
colonels, the most absolute domain of royalty, the Prussian standing 
army, emanated ; or in an essay on Prussian bureaucracy, the outcome 
of the former seigniorial or municipal functions of justice and 
administration. 

If Schmoller contends that no hard and fast rule for a normal 
evolution of public institutions can be given, he does not avoid draw- 
ing practical conclusions, the validity of which sometimes may seem 
to be open to doubt. If, for instance, he considers the introduction of 
universal military service to have served as the surest check against a 
pretorian régime, we may question this argument on:looking to France. 
Similarly, some doubt may arise whether bureaucracy may under 
different circumstances be “a school of self-government in a free 
constitutional state, which has hindered the struggle of. class against 
class from assuming brutal features.” In many of his general con- 
clusions, Schmoller, I believe, is attributing to institutions, what, in 
truth, has been the result of specific historical situations, the continua- 
tion, translation, or repetition of which can hardly be expected. 

Prussian economic history is full of instances of energetic state- 
interference. The author sometimes even justifies the failure of this 
policy ; he ascribes their establishment to the pressure of circumstances, 
even when, as in the case of the abuse of the privileged Russian com- 
pany, one of the most competent contemporaries, the king himself 
confesses their futility. He qualifies, perhaps with more justice, the 
outlay of two million thalers, by which Frederic the Great in vain 
sought to introduce the silk industry in Berlin, to have been of the 
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nature of an educational grant, by which Berlin and the East was 
imbued with ideas, without which an industrial community cannot 
exist. In order to test the efficiency of agricultural colonization in 
Prussia, the author adduces statistical data, according to which from 
1746 to 1804 the number of peasants in the Kurmark (Bradenburg) 
fell from 34.9 to 24.9 per cent. of the agricultural population, while 
the quota of day-laborers rose from 27.8 to 28.4 per cent. From these 
figures we might not draw the most favorable conclusions, but, accord- 
ing to the author, the class of the landless would have grown much 
more without that policy. And again, although he declines to accept 
the motion of Count Kanitz concerning the nationalization of the 
corn trade as being incomplete without a state monopoly of the baking 
and milling trades—and this would amount to social revolution— he 
confesses that the best historical model for a rationalized corn trade 
would be that of Frederic II. For the ways of Frederician policy, as 
he elsewhere (p. 565) declares, are those, “to the return to which we 
owe all that greatness we have reached since 1864.” 

Thus starting from the political premises of economic evolution, 
the author draws political conclusions which, in many cases, are open 
to discussion. But the real value of Schmoller’s work lies rather in 
disclosing the economic and social forces which developed the Prussian 
system of administration, than in general results. The student of 
economic history and policy will reap no small advantage from this 
apparent deficiency. From Schmoller’s book he will get the impres- 
sion that the last sentence is not yet spoken on the subject of state 
interference in economic policy, and that not only institutions, but 
generations of men must be penetrated by a sense of an abstract duty 
for national aims, in order to promote the prosperity of the people by 
the state. Dr. STEPHAN Bauer. 


BRUNN 


A General Freight and Passenger Post: A Practical Solution of the 
Railroad Problem. By James Lewis Cowes. Third edition, 
revised and enlarged. New York: G. P. Putnam’s Sons, 1898, 
8vo, pp. xxi + 312. 


A General Freight and Passenger Post is one of the most unique 
of the many nostrums recently thrust upon the public. The reader 
is often at a loss to know whether to take the work seriously, for the 
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contradictions are so palpable, many of the statements so grossly 
inaccurate, and the reasoning often so specious, that he is forced to 
believe that a person having the dialectic skill, insight and knowledge 
of facts possessed by its author must have been aware of the weakness 
of its logic and the inaccuracy of its data. 

The substance of A General Freight and Passenger Post can be 
given in a few words. The main contentions of the book are: (1) that 
railroad rates should be based solely upon the cost of service, and (2) 
that the postal principle, which disregards distance in fixing charges, 
should be extended to freight and passengers. “ Railway rates should 
be determined by the cost and not by the value of the service ren- 
dered,”* says Mr. Cowles in his fourth fundamental principle, and in 
many Other places. In his fifth fundamental principle he declares: 
“The whole business of public transportation should be pooled under 
the control of the post office, and the rate charged for the shortest dis- 
tance for any particular service (the cost of service rate) should be 
adopted as the uniform standard rate for that class of service for 
all distances within the limits of the postal system.”? “This,” says 
Mr. Cowles, in stating the scope of his work, “is simply the ‘Penny 
Post’ scheme of Sir Rowland Hill, extended to cover the general busi- 
ness of transportation, and it presents, I believe, a practical solution of 
the transportation problem.” ‘ 

If it be contended that rates should be determined by the cost of 
service and at the same time it be asserted that the postal principle 
should be extended to freight and passengers (or, in other words, that 
distance should be disregarded in fixing railroad charges) it must fol- 
low that distance is not a varying element in the cost of-service. It 
must cost no more to haul a car 5000 miles than to haul it five miles, 
otherwise there is a conflict of fundamental principles. Mr. Cowles 
seems to understand this, and sees the necessity of showing that dis- 
tance is not a factor in the cost of service, for, quoting from Welling- 
ton, he says “the effect of distance on operating expenses would be 
the only one which there would be need to consider.” At this point 
a demonstration of his novel proposition would naturally follow. In 
his proof he adopts his favorite method of argument—that of reason- 
ing by authority. “The railways serving New York City have had a 
uniform rate on milk for the last forty years. In 1887... . this 

Ph. vi. * Pp. x, 143, 207, etc. 3P, vi. 


4P. vi. 5 P. vii. 
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grouped rate covered a zone of 220 miles... . . Eight years later this 
zone of uniform milk rate covered distances up to 330 miles, and com- 
missioner George R. Blanchard, of the Joint-Traffic Association, testi- 
fied before the Interstate Commerce Commission in December, 1895, 
that there was no reason why it should not be extended to one thousand 
miles. 

But Messrs. Rogers, Locke & Milburn, counsel of the Delaware and 
Lackawanna and Western Railroad, go even further than Mr. Blanchard 
[says Mr. Cowles] for they say: “The distance (within which this rate 
should be uniform) need only be limited by the length of time required 
to make it with the train and meet the wants of the New York market, 
with milk not affected by its transportation.” 

In other words, if milk can be brought from San Francisco to New 
York in good condition, then the milk rate should be the same for all 
distances between San Francisco and New York, and for this reason, 
“ because of the fact that the expense incident to the mere length of haul 
is so small in comparison with the other necessary charges when taken in 
connection with the special service.””* ‘ 

Later on he says: “The grand principle on which the postal sys- 
tems of the world are based are as follows: First. When once a postal 
system is established, the machinery must run, and it makes no prac- 
tical difference in the cost of the business, whether a letter or a news- 
paper, or a parcel is carried one mile or a thousand. Once the mail 
has started on its trip, it is impossible to figure the difference in cost 
whether a piece of postal matter is left at the first office at which the 
mail stops, or goes to the farthest office in the system. At every office 
a part of the mail will be left and new matter taken on ; one piece in a 
hundred perhaps will go the whole route and there will always be room 
2, eae Distance, in short, costs practically nothing in the busi- 
ness of the post office and therefore postal rates should be the same 
for all distances.” * After stating the other two fundamental principles 
he declares: “The experience of more than half a century has tri- 
umphantly demonstrated the truth of these propositions as applied to 
postal freight, and what is true of the postal business is equally true of 
ordinary railway traffic.”’* 

The grand principle quoted is a very curious piece of reasoning. 
Mr. Cowles states that “when once a postal system is established, the 
machinery must run, and it makes no practical difference in the cost of 


* Pp. viii and ix. oF. 21. 3P. 24. The italics are mine. 
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the business, whether a letter . . . . is carried one mile or a thousand.” 
At this point several pertinent questions may be asked. Does it not 
cost more to establish a postal system (including the railroads) over a 
vast extent of territory than over a contracted one, the topography 
being the same? To assume the system as already established begs 
the question. And does it not cost more to operate the machinery 
(including the railroads) over the larger territory? To say that the 
machinery must run, once established, does not make it possible to run 
railroad trains 1000 miles as cheaply as they can be run 100 miles. If 
a train were going to run anyway, a letter probably could be carried 
a thousand miles as cheaply as one, but that is not the point at issue, 
which is: can atrain be run a thousand miles as cheaply as one? Mr. 
Cowles also says: ‘‘At every office a part of the mail will be left and 
new matter taken on; one piece in a hundred perhaps will go the 
whole route and there will always be room for it.” There must be a 
fallacy lurking in this statement, for we ali know that a point was 
reached when the camel’s back could not sustain another straw. If 
this reasoning be sound it is difficult to understand why as the mail on 
a route increases in volume, pouches that once sufficed must give way 
to an apartment, an apartment to a whole car, and a car in turn toa 
train. Perhaps all Mr. Cowles wished to state was that sufficient space 
would be provided, which is, however, a very different thing from 
stating that any given space will suffice for any quantity of mail. As 
business increases there must come a time when an apartment will not 
afford sufficient space to accommodate the mail and a whole car must 
be devoted to mail, and with a further increase of matter another car 
must be added to the train. 

Distance is disregarded in fixing postal charges not because it is a 
constant element in the cost of service but largely, if not entirely, for 
the sake of convenience, because it is impossible to determine the cost 
of service, and for the reason that the sums involved are so small that 
they do not permit further division. It has often been contended in 
the case of second, third,and fourth class matter, where parcels often 
attain considerable weight that rates should vary with distance. 

On page 73 Cowles declares that “ Not one single item of railway 
expenditure, large or small, not even fuel or wear and tear of wheels, 
varies in direct ratio to distance, or in anything like direct ratio, and 
more than one half of them are not a whit affected thereby,” and 
on page 74 he states that “Even the cost of the road itself is not 
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proportioned to distance.” All these contentions may be freely 
granted, although they are not true, and yet it does not follow that 
distance is not an important factor in the cost of service. 

The inconsistency of the author is brought out in strong relief by 
the schedule of passenger rates. It will be remembered that he con- 
tends that railway charges should be based upon the cost of service. 
Let us see how consistently he applies his principle. If he had his 
way the passenger post would include a local, express, and fast post. 

“The Local Post includes railway trains stopping at all stations, 
and trains stopping within average distances of fifteen miles. 

“The Express Post includes trains scheduled to stop within average 
distances of fifteen to forty miles, and to run at a speed of not less 
than thirty miles an hour. 

“The Fast Post includes trains stopping for passengers within 
average distances of not less than forty miles, and scheduled to run at 
a speed of not less than forty miles an hour.” 

Railway passenger cars are classified as ordinary and as palace 
cars, and the fares are as follows :* 

By Local Post, ordinary cars, $0.05 per trip. 


- * “palace ” 25 = 
‘* Express Post, ordinary cars, .25 as 
“ " “palace -. 300 ¥ 
“ Fast “ordinary “ 1.00 “ 

s “palace “« §$.0 " 


From this schedule it appears that the charge for any trip by the 
Fast Post in a palace car would be just one hundred times as much 
as for any trip by Local Post in an ordinary car, and if a sleeper 
were used the former charge would be one hundred twenty times the 
latter. It is difficult to understand these startling variations on the 
principles laid down and explained by the author. In general, persons 
using the Fast Post and palace cars would make longer journeys than 
those using the Local Post and ordinary cars, but Mr. Cowles laid it 
down as one of his fundamental principles that distance not only may, 
but should be, ignored as an element of the cost of service. The 
speed of the Fast Post would probably be double that of the Local Post, 
but Mr. Cowles is also precluded from introducing greater speed as an 
added element of cost, for he says, “ high speed, up to the capacity of 
a locomotive for hauling its load, is far more profitable than low speed, 


* Pp. 195, 196. 
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for the higher the speed of the train, the greater the possible use of 
the whole equipment.”* He goes even further than this. On the 
basis of his own reasoning the train making frequent stops is the more 
expensive to operate, and fares on this train should be the higher if 
fixed on the basis of the cost of service, for he says: ‘“‘ The mere stop- 
ping and starting of a train running thirty miles an hour wastes power 
enough to haul it two miles, and the cost of the stop of an average 
train is estimated at about forty cents.”* On the basis of cost the 
passenger riding in a palace car should undoubtedly pay much more 
than the person traveling in an ordinary car for the former’s surround- 
ings are much more comfortable and luxurious, and the passenger in 
the palace car probably occupies two or three times as much space 
as the passenger in the ordinary car. But after liberal allowance has 
been made for all the differences in service which Mr. Cowles con- 
siders real it is impossible to understand how the cost can be one 
hundred times greater in one case than in the other. 

One point yet remains to be considered, namely the reliability of 
the data introduced by Mr. Cowles. In attempting to show that the 
railways receive excessive pay for carrying the mail he says Postmaster- 
General Wanamaker found that “ nearly 60 per cent. of our mail bags 
travel within zones of 350 miles.”? Mr. Wanamaker made no test 
that I have been able to discover to find the average distance mail 
bags travel. He did, however, attempt to ascertain the average 
distance each piece of mail matter is carried. From the results he 
gives it may be stated that approximately 60 per cent. of the pieces 
travel within zones of 500% miles — not 350 miles as given by Mr. 
Cowles. He also states that ‘‘ the railroad tax for the haul of United 
States mail bags, for average trips of less than 450 miles is elght cents 
a pound.”5 No one knows the number of pounds of mail trans- 
ported by the railroads or the average distance each pound is carried.° 


'P. 82; see also pp. 83 and 88. 

2 P. 74. 

>P, 240. 

‘Report of the Postmaster-General, 1889, pp. 91-93. This test was unsatis- 
factory for reasons explained on pages 156 and 157 of vol. vii, of the JOURNAL OF 
VOLITICAL ECONOMY. 

5 P. 180. 


°For a detailed discussion of the points raised here see “The Charge for 
Railway Mail Carriage,” JOURNAL OF POLITICAL EcoNoMY, vol. vii. Pp- 145 et seg. 
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Mr. Cowles also states that “The deficits in the business of the 
post office in recent years are easily accounted for by the burdensome 
taxes levied by our railway kings. These taxes remain, in most cases, 
at the same rate today as in 1878.” If this statement read — These 


taxes remain, in a few cases, at the same rate today as in 1878, it 
would very much more nearly conform to the facts. The rate of pay 
fixed by law decreases very rapidly with an increase of weight as will 
be seen by the subjoined table : 


RATES PAID FOR TRANSPORTATION OF. MAIL ON BASIS OF WEIGHT.’ 
Average daily weight of mail Rate per ton 
over whole route per mile 
200 pounds - - - $i 37 
500“ - .70 
1,000 a -468 
2,000 ” - 351 
4,000 xs - - - 214 
5,000 . - - - - .187 
20,000 ——.. - - -09gO0 
50,000 s - - - .070 
100,000 - - - - .064 
200,000 - - - .061 
300,000 —_- - - - - - .060 
Each 2000 pounds in excess of 5000 pounds .058 


Consequently only on those postal routes where there has been no 
increase of weight can it be said that there has been no decline in the 
rate of pay. As the population of most parts of our country has 
increased rapidly since 1878, and this increase has been accompanied 
by a largely increased weight of mail, it is perfectly safe to say that, in 
general, there has been a large decline in the rate of pay because of 
the sliding scale of pay fixed by law, although the law itself has not 
been altered since 1878. But one more statement will be introduced 
to show the inaccuracies that abound in this work. “The post office of 
today,” declares Mr. Cowles, “‘ pays 50 per cent. more for the transpor- 
tation of a ton of mail bags from New York to Buffalo by railway, than 
it used to cost to send ordinary freight the same distance by boat and 
by wagon, in the days before the opening of the Erie canal 
railways tax the government 8 cents a pound, $8 a hundred, $160 a 

°P.. 37. 


? Senate Report No. 991, p. 124, LV Congress, second session. 
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ton for the transportation of its mail bags for an average haul not over 
442 miles.”* And later Mr. Cowles says: “Taking, then, 442 miles, 
about the distance from New York to Buffalo, as the average haul of a 
mail bag. . . . we find that the railroads tax the government $160 a 
ton for a haul that, in the days before the building of the Erie canal, 
cost private individuals, by ox team and sailing vessel, but $100. . .”* 
The great bulk of the mail carried between New York and Buffalo is 
hauled by the New York Central and Hudson River Railroad. The 
compensation received by this company per ton for transporting the 
mail over this route since June 30, 1897, the date of the last readjust- 
ment, has been somewhat less than one fifth of the sum stated by Mr. 
Cowles, or $31.67.3 It is difficult to excuse this error, for the facts can 
be readily obtained from the reports of the postmasters-getieral. 

These are only a few of the gross inaccuracies that abound in the 
book, but they will probably suffice to show that the facts given can never 
be accepted without verification. This is rendered difficult because 
the author very rarely cites his sources except in a very general way. 


GeEorGE G. TUNELL. 
CHICAGO. 


Miinchener Volkswirthschaftliche Studien. Stuttgart: J. G. Cotta’- 
sche Buchhandlung, 1898. 


No. 26. Die Kornhduser. Eine Studie iiber die Organisation des 
Getreideverkaufes in Amerika, Indien, und Russland, sowie in 
einigen deutschen Staaten. By Otto Boum. 8vo. pp. 96. 

No. 27. Zur Genesis der heutigen agrarischen Ideen in Preussen. 
By ALEXANDER Lewy. 8vo. pp. 141 

No. 29. Die Lage der deutschen Miihlenindustrie unter dem Einfluss 
der Handelspolitk, 1879-1897. By Lupwic HOLLANDER. 
8vo. pp. 98. 

Dr. B6uM’s monograph is a comparative study of the methods of 
grain handling in the United States, Argentina, India, Russia, and 
Germany. The system in the United States, as a model for all the 
others, commands a large share. of attention. Our virgin soil, low 

“?. 4, *P. 268. 


3 Report of the Postmaster-General, 1897, p. 407. This sum includes pay for the 
railway post offices as well as that made on the basis of weight carried. 
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freight rates, and advantageous credit relations, contribute in part to 
our competitive strength, but our grain-handling system, the author 
thinks, is the basis of our enviable position in the foreign market. 
The extent to which machinery is employed in every detail of the busi- 
ness from farm to port of shipment, the simplicity of the devices 
employed and their adaptability to the purposes intended, the rapidity 
with which the work is done and the saving of labor, the system of 
thorough inspection and the currency of the warehouse receipt as money, 
are the points which have impressed him in the study of American con- 
ditions. Argentina suffers from scarcity of intelligent labor, lack of 
storage facilities in the interior, inadequate transportation, and the 
presence of the middleman. Grain is put upon the European market 
the quality of which has been seriously affected by exposure to the 
weather and by mixture with foreign substances, the latter a practice 
that is encouraged by careless methods of inspection. India is the 
land of the small peasant who clings to traditional methods; is not 
readily teachable, uses no machinery, and who suffers from inadequate 
transportation and storage facilities, a lax system of inspection, and, 
worst of all, the middleman, to whom he is in economic bondage. 
Russian conditions, likewise, are in large part deplorable — inadequate 
warehouse and shipping facilities, poor inspection, the presence of the 
middleman and money lender, to whom the peasant is bound hand and 
foot. Some improvement has been made. Modern elevator facilities 
have been in part provided, but the benefit has accrued thus far mainly 
to large producers and dealers. The peasant must be delivered from 
his persecutor and the whole system reconstructed on modern lines. 
In Germany the problem is a different one from that with which the 
United States has to deal. In the latter country the aim has been to 
concentrate the grain as rapidly as possible for shipment to the foreign 
market. In the former the producer desires to avoid concentration and 
middleman’s profits and sell direct to the consumer. ‘To accomplish 
this, elevators and warehouses are needed and a satisfactory credit sys- 
tem. Agitation for state constructed elevators resulted, as far as Prus- 
sia was concerned, in the appropriation in 1896 of three million marks, 
later increased to five million, with which the government has built at 
advantageous points on railways and rivers elevators fitted with the 
most modern machinery. These have been rented to associations of 
agriculturists, the state reserving the right to enter the elevators at all 
times and to examine the books of the associations, and requiring 
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exhaustive reports of operations annually. In Bavaria and Wiirttem- 
berg elevators have been built by the associations frequently with funds 
advanced without interest by the state. Toa large extent in Bavaria, 
however, the elevators have been erected with funds secured from the 
Darlehenskassenvereine. This coalition of credit and grain-handling 
associations has been most gratifying in its results. The elevators con- 
structed by this means are the most n»dern and efficient in Germany, 
both in technical equipment and in business organization. The alliance 
of the two forms of association has likewise made possible the devel 
opment of a system of credit based on warehouse receipts which has 
effected a great saving in expense to the producer. But the conditions 
are not by any means as favorable in general throughout Germany, and 
there is need for a greater extension of the modern elevator system 
and the creation of more favorable conditions of credit. Much of the 
material in this study is to be found elsewhere and in greater detail, 
notably in Sering’s Landwirthschaftliche Konkurrenz Nordameritkas and 
in Schumacher’s admirable articles in Conrad’s Jahrbiicher, but the 
conciseness and clearness of this little monograph will commend it to 
the attention of students. 


Mr. Lewey has made a collection of extracts from writings and 
speeches bearing on the controversy over agricultural reform in Prus- 
sia. The legislation of Stein and Hardenberg with its later modifica- 
tions furnishes the text for most of the arguments. While some 
attention is given to the views of the reformers, the author’s main pur- 
pose is to present the position of the landed nobility during the first 
half of the century. An occasional landlord is found who is willing 
to consider seriously the practical aspects of the question and to admit 
the reasonableness of the reforms proposed, but the prevalent attitude 
is one of blind adherence to the principles of the old régime with its 
ideal relations of lord and tenant. This ideal civic life, so they insist, 
has been undermined by the tendencies of the French Revolution and 
the influence of the Roman law. Nothing has been put in its place, and 
industrial life has been abandoned to the rule of the irresponsible indi- 
vidual interested alone in the requirement of gain. One is inclined to 
take decided exception to the general construction of the monograph, 
in which extracts have been loosely thrown together with no attempt to 
weigh their importance or to evolve from them general principles. 
It would be interesting to know, for example, to what extent this 
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persistent opposition of the feudal nobility affected the policy of the 
government. The author, however, has partially disarmed criticism by 
the statement that the history of the controversy, since 1850, together 
with a consideration of the significance of the material presented, will 
be treated in a later study. 


The milling industry in Germany, under the influence of modern 
man methods of manufacture and sale, is the subject of Dr. Hollan- 
der’s study. The first part of the work is concerned with mechanical 
details and their bearing on the development of the industry. Not 
until 1825 were mills operated by steam to be found in Germany, and 
these were patterned after those of England and the United States. 
The main body of the treatise, as its title suggests, is a consideration 
of the bearing of Germany’s commercial policy upon the business. 
The period of governmental interference divides itself into two parts: 
that from 1879 to 1887, in which the tariff question was a local one, 
and that from 1887 to the present, in which every change has been 
associated in some way with the commercial policy of another country, 
the period of commercial treaties. The picture presented is a gloomy 
one. The first period was filled with controversies over the proper 
ratio of grain and flour duties, over rebates on the export of flour 
manufactured from imported grain, and over the means for making 
governmental inspection effective. The ratio of grain and flour tariffs 
was repeatedly modified, and the tariff on both steadily increased as a 
result of the pressure of interested classes until the duties reached 
their highest point in 1887—-5 marks on grain, and ro marks, 50 
pfennigs on flour per roo kilograms. Railway rates worked disastrously 
during most of the time. The interests of the different parts of the 
empire are so diverse that it seems well-nigh impossible to arrange 
rates that shall be universally satisfactory. The commercial treaties 
of the second period resulted in a iowering of the duties and a cor- 
responding increase in foreign competition. It is evident, then that 
the millers have fared badly ever since the introduction of the pro- 
tective policy in 1879. This is in part due to natural causes, the 
unfavorable weather conditions, and the quantity and quality of the 
wheat produced ; in part to technical causes, a lack of capital and the 
disinclination of millers to adopt quickly improvements in machinery. 
But the trouble can be traced in large measure to the government’s 
commercial policy. Constant tampering with the duties has produced 
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uncertainty and fluctuations in prices which have operated to the preju- 
dice of the millers. The protective policy has failed to accomplish 
what its promoters hoped from it. Those with little capital and inade- 
quate machinery have been driven to the wall, and even the large 
millers have not secured satisfactory profits. Most unfortunate of all, 
perhaps, is a recently developed hostility between agriculturists and 
millers. Until the two classes realize the identity of their interests 
there is little hope of improvement. The author attempts to establish 
no thesis, and burdens the reader with no preconceptions, but per- 
forms a real service by the presentation of a straightforward historical 
sketch. 
Frank H. Dixon. 


La participation aux bénéfices. Contribution a l'étude des modes de 
rémuneration du travail. Par Emite WaxwEILer. Paris: 


Arthur Rousseau, 1898. 8vo, pp. 320. 


THis monograph by the chief of the Belgian Labor Bureau 
obtained the first prize in the competition (1896-7) of the Musée 
Social, among whose publications it now appears. Part one deals with 
the facts concerning the establishment of the system of profit-sharing, 
the methods of application, and the results ; part two with the eco- 
nomic analysis of this mode of remuneration; the third part with 
some legal aspects of questions rising out of the system ; and a fourth 
part with a brief statement of conclusions. 

The author finds that during the thirty years, from 1866 to 1896, 
341 cases of profit-sharing have been established, in England (174), 
France (90), and the United States (77), and that of these 231 were 
still continued at the end of the period, viz.: 100 in England, 86 in 
France, and 45 in the United States. Only 68 per cent. of these 
experiments, therefore, survived in these three countries, though in 
France g5 per cent, stood this test of success. The author finds in 
the experience furnished by these cases more encouragement for profit- 
sharing than is usually felt by economic students. The slow growth 
of the system has not, he thinks, been due to any difficulties inherent 
in it as a plan of remuneration, Its persistence in countries most 
developed industrially, indicates that it is a result of economic evolu- 
tion, which, as industry develops further, must have a wider applica- 
tion. With a truer conception of the economic basis of the method, 
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it will gain wider acceptance, and it is in dealing with this phase of 
his subject that the author presents the most valuable part of his work. 

Profit-sharing has too long been looked upon as a means of bestow- 
ing charity by well-disposed employers, on the one hand, and as a 
means of piecing out his wages by the employee on the other. A share 
in the profits belongs to the workman as of right. The theory that 
profits are the return for the peculiar ability of the entrepreneur, is 
discarded. His claim to profits rests upon the twofold basis of the 
risk he takes in the enterprise, and the personality he puts into it. On 
both these grounds the workman is justified in claiming a share of the 
profits. He gives something more than his time; he, too, gives his 
personality. It is this that lifts his labor out of the category of com- 
modities. He too is a speculator, taking the speculator’s risk, and 
should share the reward of the speculator. This he has always 
attempted to do in a blind way in seeking higher wages as business 
improves, either by simple addition or by means of sliding scales. 
Profit-sharing is a more orderly and scientific method of dealing with 
this half-recognized, half-granted right of participation. The author’s 
reply to the oft-raised objection, that the right to share profits carries 
with it the necessity of sharing losses, may best be mentioned in this 
connection. He accepts the proposition. Workmen now receiv- 
ing simple wages are called upon to share losses in dull seasons by 
reductions and short time, and they should do so under a system of 
participation. 

The advantages really claimed for profit-sharing are analyzed with 
clearness and force. The most striking feature of the discussion in 
this connection is the insistence that this scheme embraces all the 
advantages found in other modes of remuneration. While piecework 
encourages an increase in quantity, premiums an improvement in 
quality, etc., profit-sharing avoids the risk of emphasizing one phase 
of production at the expense of the others by making the workman’s 
interest as broad as the enterprise. The advantages from the improve- 
ments in industry, which profit-sharing would bring, are not greater 
than those which would come to the laborer by favoring his gradual 
emancipation and social elevation. It would raise him from the 
position of a workman to that of a “co-laborer” with the managers 
of the enterprise. M. Waxweiler knows the objection which insistence 
upon this point will raise, but he does not hesitate to press it. It may 
be a “regrettable tendency”’ of employers to wish to carry on their 
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industry “ behind closed doors,” but it exists, and is not likely to be 
removed by the author’s contentions that it is “quite time to dispel 
these prejudices,” or that so long as they exist, they may be humored 
by calling in the aid of an expert accountant in case the workmen are 
unwilling to accept the word of the employers. The answer to the 
objection here raised is less conclusive than any other attempted. 
Nevertheless it may well be that the clearer view of the advantages of 
profit-sharing which this candid treatise gives may have the net result 
of promoting the adoption of this work of remuneration, in which 
there certainly lies large hope for social peace. 


GEORGE O. VIRTUE. 
WINONA, MINN. 


The Housing of the Working People in Yonkers. By ERNEST LUDLOW 
BocarT, Pu.D. (Economic Studies of the American Eco- 
nomic Association.) New York: The Macmillan Company, 
1898. 12 mo. pp. 273-348. 

Das Schlafstellenwesen in den deutschen Grossstidten, und seine 
Reform. By Ernst Cann, Pu.D, (Miinchener Volkswirth- 


schaftliche Studien. No. 28.) Stuttgart: J. G. Cotta’sche 
Buchhandlung, 1898. 8vo. pp. xiv+121. 


BotH these valuable monographs are of the distinctly German 
type; and both might have been written for dissertations, though 
there is no indication that either was so written, and Dr. Bogart’s dis- 
sertation has already appeared in print elsewhere. The German study 
is naturally the more ambitious in scope and number of pages, the 
author having at command an available mass of statistical raw material 
such as we sadly lack, in spite of our enormous expenditures for state 
and national investigations. Indeed, it is to just such carefully 
worked out and useful publications as these that we must look for 
gradual amendment both of the defective municipal records which are 
the rule throughout this country, and for the removal of the condi- 
tions of living described by both authors and extensively common to 
both countries. 

Perhaps no item in Mr. Bogart’s study is more enlightening than 
the fact that the data which he has compiled concerning the housing 
of the working people in Yonkers were gathered by an amateur in the 
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absence of any official statistics covering the important ground under 
discussion. The author’s constant reference to the national and 
municipal official figures, for purposes of comparison with his figures 
for Yonkers reveals the meagerness of our supplies of such material ; 
and emphasizes anew the necessity of falling back upon ample 
explanatory text by way of illumining the subject. For the statistical 
presentation of any aspect of social life is, as the author points out in 
his closing chapter, a task of great difficulty, and well-nigh impossible 
in the case of the conditions of dwelling because of the number and 
variability of the modifying influences which have to be taken into 
account. This difficulty together with the absence of the official raw 
material may, perhaps, account for the fact that: ‘‘So far as the author 
is aware, no presentation of the facts as they exist in our smaller 
manufacturing towns has been made, and it is to help fill this gap in 
the literature of the subject that the present paper has been written.” 

This field for investigation and action is most promising and Mr. 
Bogart’s investigation may serve its best purpose in stimulating 
similar research in many other small towns and cities. 

It is to be regretted that the author, happily free from the restric- 
tions which hamper writers of official statistical reports, has not allowed 
himself more latitude for the discussion of the indirect influences 
which modify the conditions of housing in smaller as well as in larger 
cities. The appeal to the benevolent investor is rather an anti-climax 
to so scholarly an exposition of municipal. conditions which cry aloud 
for an awakened intelligence of the whole community. The reader 
lays down the book with the feeling that, important as are the facts set 
forth, many other facts no less important and bearing directly upon 
them await farther consideration. 

Among the indirect influences at work to modify the problem of 
housing in cities, three seem likely to make themselves felt increas- 
ingly. The distributive influence of the electric railway is already 
perceptible in many smaller centers, though less conspicuously than in 
the greatest and most congested cities. While rapid transit works 


slowly to prevent overcrowding by enabling the most energetic families 
to get away to the suburbs and outskirts, it lowers the standard of 
population in the worst quarters by drawing off the best personal 
initiative remaining. Does it, however, give increased room to those 
who remain behind? Is its tendency to lower rents in crowded 
districts? Or are the places of the departed taken at once by 
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newcomers of less social value? To answer these questions would, of 
course, require repeated investigations of the same district; but no 
study of the subject is complete which ignores them. 

A second indirectly modifying influence now actively at work is 
the growing recognition by the laity of the connection between disease 
and housing. The medical profession has been singularly ineffective 
in directly securing action by municipalities for the destruction of 
hopelessly insanitary houses. But, indirectly, by educating the public, 
the physicians are slowly achieving modifications in building ordi- 
nances and the enforcement of provisions already enacted. This 
beneficent change may, however, be slower in cities of moderate size 
where the slum is not conspicuous than in the great cities where the 
danger is of more sensational dimensions. 

Finally, the tendency to tax unimproved real estate for the purpose 
of increasing the available building area promotes the activity of 
building and loan associations as well as private capitalists; and inten- 
sifies the distributive influence of the electric railways. 

No greater service can be rendered at this time than the publica- 
tion of carefully sifted facts anent municipal conditions ; and of these 
the facts about housing are probably the most directly important. 


Dr. Cahn’s study is devoted rather to the consideration of lodgings 
tor the unattached members of the working class; his chapters on the 
condition of the bakers who sleep in quarters furnished by their 
employers affording a picture readily duplicated in everyone of our 
states outside of New York and Massachusetts where legislation for the 
protection of the bakers is all too recent. 

Such experiments as the Mills Hotels, in New York City, the board- 
ing homes of the Young Women’s Christian Associations, in many 
cities, and the co-operative boarding clubs exemplified by the Jane Club 
and Gertrude House, in Chicago, seem wholly wanting in Germany. 

Very interesting is the author’s contrast between the nugatory 
effect of merely restrictive legislation intended to regulate private 
enterprise and the success of the London County Council’s active 
constructive measures for dealing with the lodging problem. 

Though it does not deal directly with American conditions, Dr. 
Cahn’s monograph contains much that is of interest to the student of 
industrial and municipal questions, and would find a wide circle of 
readers if translated into English. FLORENCE KELLEY. 
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Loom and Spindle: Or Life Among the Early Mill Girls, with a 
Sketch of *‘ The Lowell Offering’ and Some of its Contributors. 
By Harriet H. Rosinson. New York: Thomas Y. Crow- 
ell & Co., 1898. 12mo, pp. vii+ 216. 


Mrs. ROBINSON writes of a working life in which she shared, and 
which has no counterpart in the workshops and factories of today. 
Born Harriet Hanson in Boston, 1825, she became a part of this life 
at the early age of seven years. Her widowed mother, then settled in 
Lowell, “ kept forty boarders, most of them men mill-hands, and did 
all her housework with what help her children could give her between 
schools ; for we all, even the baby three years old, were kept at. school.” 
When Harriet was about ten years old she went into the cotton fac- 
tory, as a “doffer,” and remained at work there until her marriage. 
Fifty years after its date she holds with pride her “honorable dis- 
charge” from mill-work, dated July 25,1848. In that year she became 
the wife of William S. Robinson, well known in the newspaper world 
of thirty years ago as “ Warrington.” 

Mrs. Robinson described the Lowell of sixty years ago as 


a city and a people living in almost Arcadian simplicity, at a time which, in 
view of the greatly changed conditions of factory labor, may well be called 
a lost Eden for that portion of our working men and working women. 


She considers the Lowell system as unique among the factory sys- 
tems of the world, in that it contemplated “ corporations should have 
souls, and should exercise a paternal influence over the lives of their 
operatives.”” Ownership and control of boarding houses by the cor- 
porations was a part of this paternal system, with a good deal of super- 
vision of the outgoings and incomings of boarders. To encourage 
girls to board in these houses the companies for a long time paid 25 
cents of the $1.25 per week, which was the charge for board. Another 
attempt at regulating the lives of empioyees of the Merrimack corpo- 
ration was, that “ every operative was obliged to pay 37 % cents per 
month to the support of the St. Anne [Episcopal] church. But this 
was not in the contracts, the operatives objected, and the practice was 
discontinued.” The following regulation was in force at the time of 
which Mrs. Robinson writes: “On entering the mill each one was 
obliged to sign a paper, which required her to attend regularly some 
place of public worship.” 

Girls of the type which filled the Lowell factories in that day 
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could be trusted to take care of themselves, however, and Mrs. Robin- 
son has portrayed the type very well. We recognize it as she calls 
the roll of remembered names: ‘“ Samantha, Tryphema, Plumy, Kezia, 
Aseneth, Elgardy, Leafy, Ruhamah, Lovey, Almaretta, Sarepta, and 
Florilla.” No less are these recognized as daughters of the farm by 
the multitudinous bandboxes, the “trunks covered with skins of 
calves spotted in dun and white,” by the homespun dress, the homely 
sunbonnet. To weave wedding outfits of clothes and household goods 
for themselves these forehanded maidens came to the town of looms ; 
or as faithful and proud sisters whose wages should go to help through 
Dartmouth or Harvard the “ gifted” brother. 

They came eagerly from the somewhat starved life of the farm ; 
they enjoyed soberly but fully the blessings of the town. They 
attended meetings where “‘ Tippecanoe and Tyler too”’ was chanted ; 
of lectures secular and religious there was no dearth. They followed 
fads in their food,and refused to follow Mrs. Amelia Bloomer in dress 
reform. They dabbled in phrenology, and were affrighted by mesmer- 
ism. ‘They were honored by visitors of distinction, including Charles 
Dickens and President Jackson. For the latter they walked in pro- 
cession, attired in white dresses and bearing green parasols; and of 
them he swore, ‘by the Eternal,” that they were “ very pretty women.” 
Above all things they read books and discussed their souls. ‘“ The 
fame of the circulating libraries,’ Mrs. Robinson says, “‘ drew them 
and kept them there when no other inducement would have been suf- 
ficient,” and she tells of one household where the eleven girl boarders 
took in fifteen newspapers and periodicals regularly. ‘They were 
not allowed to read books openly,”’ Mrs. Robinson says, “in the mills ; 
but they brought their favorite pieces of poetry, hymns, extracts, and 
pasted them up over their looms or frames, so that they could glance 
at them and commit them to memory.” These clippings, pasted on 
mill windows, Lucy Larcom, once a Lowell mill girl, wrote of at a 
later day as “ window gems.” 

The deep, pervading religious sentiment of the day found expres- 
sion. “ We had frequent discussions among ourselves,” Mrs. Robin- 
son says, “ on the different texts of the Bible, and debated such ques- 
tions as: Is it a sin to read novels? Is it right to read secular books 
on Sundays ? Is it wicked to play cards or checkers ?” And again 
she says: “ Discussions and controversies were rife, and whether there 
was a hell or not was the chief topic of the day among factory 
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people.”” Undoubtedly the last question was generally answered in 
the affirmative, and one of the most interesting recitals of the book is 
the writer’s own experiences in “ joining’? an Orthodox church, and 
then suffering excommunication. 

There was no hurry in the working life then. “I have known a 
girl to sit idle twenty or thirty minutes at a time,” Mrs. Robinson tes- 
tifies. There was nothing depressing in the life. ‘“ The rights of the 
mill girl were secure,” she continues. She was not subjected to extor- ; 
tion, was paid in full, not overworked, treated with consideration by 
her employer, cordially received into the social life and religious cir- 
cles of the little city. With this highly inspiriting environment for 
her temporary employment, there waited in the background the com- 
fortable home. In the first serious strike of the cotton operatives in 
this country, in Lowell, October 1836, Mrs. Robinson sees the begin- 
ning of the end of this ideal life of labor : 


The mills were shut down, and the girls went in procession from their 
several corporations to the grove on Chapel Hill, and listened to ‘ incendi- 
ary’ speeches from early labor reformers. One of the girls stood on a 
pump, and gave vent to the feelings of her companions in a neat speech, 
declaring that it was their duty to resist all attempts at cutting down their 
wages. This was the first time a woman had spoken in public in Lowell. 

Cutting down their wages was not their only grievance, nor the only 
cause of thestrike. Hitherto the corporations had paid twenty-five cents a 
week toward the board of each operative, and now it was their purpose to 
have the girls pay this sum ; and this, in addition to the cut in wages, would 
make a difference of at least a dollar a week. It was estimated that as 
many as twelve or fifteen hundred girls turned out, and walked in procession 
through the streets. They had neither flags nor music, but sung songs. 

It is hardly necessary to say that as far as results were concerned the 
strike did no good. The dissatisfaction of the operatives subsided, or 
burned itself out; and though the authorities did not accede to their 
demands the majority returned to their work ; and the corporations went on 
cutting down wages. And after a time, asthe wages became more and more 
reduced, the best portion of the girls left and went to their own homes, or to 
the other employments that were fast opening to women, until there were 
very few of the old guard left; and thus the status of the factory population 
of New England gradually became what we know it to be today. 


The particular hardship for children in mill life, sixty years ago, was 
too early rising, necessitated by the long hours of work. Even the little 
doffers were on duty fourteen hours a day. “It has taken me nearly 





BOOK REVIEWS 415 


a life time,’’ Mrs. Robinson says, “to make up the sleep I lost at that 
early age.” But this long day was not all a day of work, as she explains: 

I can see myself now racing down the alley between the spinning frames, 
carrying in front of me a bobbin box bigger than I was. These mites had 
to be very swift’in their movements, not to keep the spinning frames stopped 
long ; and they worked only about fifteen minutes in every hour. The rest 
of the time was their own, and when the overseer was kind they were allowed 
to read, knit, or even go out in the yard to play. Some of us learned to 
embroider in crewel, and I still have a lamb worked on cloth, a relic of those 
early days. When not doffing we were often allowed to go home for a time, 
and thus were enabled to help our mothers in their housework. 


It need not be pointed out that no such play-with-work could be 
tolerated in the highly-speeded factory of today. We pronounce con- 
ditions of labor for children greatly improved by the reduction of their 
hours of labor; but it may well be questioned whether this reduction, 
accompanied as it is by increased stress of application, is the gain we 
have measured it to be. As to wages then and now: The little doffar 
received $2 per week sixty years ago; the little victim of the sweatshop 
. today is glad to get fifty or seventy-five cents for her long week of toil. 

Mrs. Robinson devotes three chapters to Zhe Lowell Offering 
and its contributors, taking these very seriously, quoting praises that 
to a critical ear sound both patronizing and equivocal. She does 
indeed recognize as a “back-handed compliment” the citation 
from Chambers’s Zadinburgh Journal, “‘ Respectable efforts for females 
of any rank of life,” but this is not much worse than the rest. As a 
matter of fact, this ‘“ Repository of Original Articles written by Fac- 
tory Girls” was not literature, and was necessarily praised, if praised 
at all, on other grounds than merit. ; 

Undoubtedly Mrs. Robinson has remembered and presented the 
bright side of mill life sixty years ago, but she has not overstated this 
side nor avoided mention of its darkening phases. Her reminiscences 
are simple and direct ; they do not create, they reveal. The reason 
that this happy and wholesome life was possible she sums up in one 
sentence : ‘“‘ Help was too valuable to be ill-treated.” That she does 
not comprehend the full meaning of this saying is shown in the final 
chapter of the book, which she devotes to a plea “in behalf of the 
cotton operatives of today ;” a plea based on a total misconception 
of the iron economic laws which regulate today’s factory employment. 


ALZINA PARSONS STEVENS. 
HuLt House, CHICAGO. 
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Cotton: Its Uses, Varieties, Fiber Structure, Cultivation, and Prep- 
aration for the Market and as an Article of Commerce, also the 
Manufacture of Cotton-Seed Oil, Cotton-Seed Meal, and Fertil- 
izers, With Especial Reference to Cotton Growing, Ginning, and 
Oil Pressing in the United States. By C. P. Brooks, New 
York: Spon & Chamberlain, 1898. 8vo, pp. 362, with 
174 illustrations. 


The Story of the Cotton Plant. By F. Witkinson. (The Library 
of Useful Stories.) New York: D. Appleton & Co., 1899. 
16mo, pp. 191, with 38 illustrations. 


WITH a broader view of the scope of political economy, the student 
must continually make excursions into outlying fields to gather data 
on which his theories may be based. Hence the economic library of 
today has no small space given up to technical treatises dealing with 
various manufacturing processes, and especially with the textile indus- 
tries. It is seldom, however, that such a work appeals so strongly to 
the economic student as does Brooks’s Cofton. The peculiar merits of 
the work are: its author, though an authority on the technique of the 
subject, has yet written in a way to interest the non-technical reader ; 
it covers an important field of the cotton industry which other writers 
have slighted ; and it is so illustrated with cuts and diagrams as to 
make the text easily understood. 

Mr. Brooks having already treated of the manufacture of cotton in 
a former work, limits this book to an account of the botany and 
culture of the cotton plant, and to the ginning and baling, the ship- 
ping and sale of the cotton. In addition there is a valuable chapter on 
the by products of the cotton seed with descriptions of the processes 
used in their preparation. 

Aside from its peculiar interest to the economic reader, this work 
is to be distinguished from the majority of technical treatises in 
another respect: its typographical form. There is no longer the 
unattractive binding, the poor paper, the close-set, repellent page, the 
unsatisfactory illustrations with which the reader of technical works is 
familiar. It is a pleasure to read so good a piece of typography ; the 
author is indeed modest in claiming that it is “ one Of the best illus- 
trated textile books of recent years ;” the cover design is not only 
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unique among books of its class but deserves especial mention for its 
artistic merit. 


Less important, but excellent of its kind is the diminutive Svory 
of the Cotton Plant, by Mr. F. Wilkinson. As this book covers the 
entire field from “cotton tree to cotton thread” it evidently must be 
brief in the treatment of any one topic. It is, however, lucidly written, 
well arranged, and made both more useful and more attractive by the 
illustrations. HENRY RAND HATFI'LD. 


Filosofia del monopolio, PER ALESSANDRO GARELLI (Studi giuri- 
dict e politici). Milan: Ulrico Hoepli, 1898. 8vo, pp. 
xi+ 268. 


M. GaRELLI’s work is a treatise upon monopoly value, and is writ- 
ten from a purely theoretical standpoint. After an introductory dis- 
cussion in which the author attempts to establish a supposed analogy 
between the principle of monopoly as existing in the “ physical world”’ 
and as found in “society,” he devotes two chapters to the consideration 
of the general theory and cause of value. In these sections some well- 
worn old questions are reopened, the usual hairs are conscientiously 
split, and the familiarly meager results are displayed with true scholastic 
glee. Thus sixty-five pages slip unheeded by. 

Chapter 111 deals with the measure of value. The discussion is 
introduced by a history of the theories of the subject. Theories are 
divided into three classes: (1) theories dealing with value from the 
buyer’s side; (2) those treating it from the seller’s side; and (3) 
“mixed” theories. Misery makes strange company. Under (1) are 
classed together the Ricardian and socialistic theories; under (2) the 
cost-of reproduction and the final utility theories; and under (3) the 
“demand and supply,” the “competition,” and the “social valuation” 
heories. None of these speculations meets with Sig. Garelli’s 
approval, and he therefore proceeds to develop a “dialectic” theory 
of his own. A division of all commodities into three classes (remi- 
niscent of that adopted by Mill) is made. Value in the case of each 
of these classes of commodities is differently regulated, but in the case 
of none does M. Garelli seem to depart from accepted notions. 

A theory of value being established, the remainder of the book 
is devoted to the discussion of the nature of monopoly price as 
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explained in the light of the principles already laid down. A curious 
distinction between “singular value” and “multiple value” is drawn. 
The former is a (exchange) value which is the same for each unit of 
commodity irrespective of ease or difficulty of production, needs of 
the buyer, or other circumstance. The latter varies in accordance with 
variations in any or all of these conditions, and is the only exchange 


” 


value in which the canons of ‘distributive justice” are realized. From 
this point on, the discussion is concerned with the question of “ multi- 
ple value,” and how its ideal may best be attained in practical life. A 
régime of complete and universal monopoly with a perfect realization 
of the notion of multiple value-—— both directed by the state— would 
be the beatific condition of economic life. 

Filosofia del Monopolto is an odd piece of obscure scholastic disqui- 
sition which can be of no interest to any save the student of the curi- 
osities of economics or the historian of a quaint phase of speculative 
thought. It possesses the characteristics of much of modern Italian 
economic writing, prominent among which may be placed diffuseness, 
obscurity, scholasticism, and medizval mysticism. The book has no 
index, no bibliography, and no footnotes. 

H. PARKER WILLIS, 


The Statesman’s Yearbook: Statistical and Historical Annual of the 
States of the World for the Year 1899. Edited by J. Scorr 
KettiE and I. P. A. Renwick. American edition, edited 
by CarroL_ D. Wricut. Twenty-sixth annual publication. 
New York: The Macmillan Company, 1899. 12mo, pp. 
eclxxxii+ xxxii+1196. 


Tuis annual continues to increase in size and usefulness. The 
American edition of 1899 might be called an “expansion” edition, 
for in place of the forty pages usually devoted to the United States, 
standing near the end of the volume, we now have nearly three hun- 
dred pages, placed at the beginning of the book, with separate table of 
contents and index. 

The Yeardook is so well known that it hardly needs characterization 
as to its regular portion. Suffice it to say, that it contains, in alpha- 
betic arrangement, authentic information as to the rulers and chief 


officials, constitution and government, judicial system, population, 
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industry, commerce, colonies, education, and finances of every nation. 
This information, although necessarily general, is often very valuable 
to students of the social sciences, and is, in fact, often the only up to 
date information available for the minor countries. 

About a quarter of the space in the Yeardook has always been 
devoted to Great Britain. The list of British dependencies is, how- 
ever, such a long one that even the most condensed statement as to 
the political economic and social state of each consumes over two 
hundred pages. Fortunately the dependencies of the United States 
are so few that forty pages suffices for them. The rest of the Ameri- 
can prefix is devoted to information in considerable detail as to politi- 
cal, economic, and social matters. 

The greater part of this information is selected from the Congres- 
stonal Directory, the Official Register, the Statistical Abstract, and other 
publications of the Treasury Department, the census reports, and the 
reports of the Departments of Agriculture, Education, Labor, and the 
Post Office. Private publications like Poor's Manual of Railroads, 
The Insurance Yearbook and the Street Railway Journal have been 
drawn on to some extent. 

The selecting and editing seem to me to have been in the main 
exceedingly well done. From my own point of view much of the 
detailed information taken from the Congressional Directory as to the 
personnel of the Executive Departments and the consular service 
might have been dispensed with; and, considering the wide circulation 
of the Statistical Abstract, there seems to be little need for printing in 


the Yearbook a statement of imports and exports by articles. However, 
this is all valuable matter which the student now has two chances of 


getting hold of in place of one. 

The “Table of Municipal Statistics,” compiled, according to the 
editor’s statement, from figures furnished by the mayors of the cities 
listed, seems likely to be of considerable value to students of finance. 

There is an unfortunate transposition of figures on the first page 
in the date of the eleventh amendment. 

The maps throughout are better than ever before. Hawaii, Cuba, 
Porto Rico, and the Phillipines are all drawn large. Fashoda and 
Omdurman are clearly located, and there seems to be no doubt that 
the British sphere of influence includes the whole of the Nile valley. 


C. H. HASTINGs. 
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A Handbook of Labor Literature; Being a Classified and Annotated 
List of the More Important Books and Pamphlets in the English 
Language. Compiled by HeLen Maror. Philadelphia : 
Free Library of Economics and Political Science, 1899. 
12mo, pp. viii +96. 


Tuis little handbook will prove of real service to the reader who 
wishes to find the more important works dealing with various phases of 
the labor problem without wading through some ponderous and 
exhaustive bibliography. It is, of course, incomplete—it would 
defeat its purpose were it otherwise — but the thousand titles are well 
chosen ; they are conveniently classified under some thirty heads, and 
a brief note tells what is the general scope of each book. Altogether 
the wark is well done: so well done that it is a pity that it is not 
better done. One hears continually preached the necessity of good 
workmanship even in the humbler mechanic arts. It would seem that 
a suspicion of slovenly workmanship is fully as reprehensible in the 
world of letters as in that of material production; and even an intro- 
ductory disclaimer that the compiler does not profess always to give 
the exact title does not forefend the criticism that a good workman 
ought to be exact. It is to be regretted that in many cases the date of 
publication — so important an item— has been omitted, and the list 
of labor periodicals is of comparatively little use without some indica- 
tion of the period during which the various journals have been 
published. The subscription price of periodicals, which the compiler 
omits, is as essential as the publication price of the books, which is 
generally given. It is also unfortunate to find an occasional slip in 
the name of an author. H. R. H. 


The City Wilderness. A Settlement Study. By Residents and Associ- 
ates of the South End House, Boston, Edited by Ropert A. 
Woops. Boston: Houghton, Mifflin & Co., 1898. 12mo. 
pp. vil 4- 319. 


Tuis volume is similar to the Hud/ House Maps and Papers issued 
some time ago by the residents of Hull House, Chicago. Ten papers 
on the conditions and life of a congested quarter of a great city, with 
an introductory description of the region studied, an historical chap- 
ter, and a few maps and charts make up the book. It represents an 
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attempt to do fora portion of Boston what Charles Booth’s studies 
have done for a large part of London, although in the present work 
the detailed statistical work is wanting. 

A large part of such a book is necessarily of but local interest, and 
is of special value only to those who are interested, in one way or 
another, in the district studied. The general and permanent interest 
of social investigations of a “city wilderness” will depend upon the 
ability of the investigators to see the universal in the particulars they 
describe, and the success with which they reveal it. A mere aggrega- 
tion of details is of little importance. Some of the conditions have 
changed before the book is ready for the press. A book containing 
nothing more than a mass of accumulated observations is a “ wilder- 
ness” itself. 


The criticism I have just implied holds in part, I think, in regard 
to the present work, at least in so far as it is addressed to the general 
student. Local description occupies too large a space. We care much 
less, for instance, about the standing and practices of the individual 
churches of a district than about the religious life of the people as it is 
manifested in their attitude toward the church, and the causes influen- 
cing the same. Yet the chapter on “The Church and the Peop’e”’ is 


devoted almost exclusively to the special activities of individual 
churches. A mere analysis of the religious institutions of a given 
locality throws little light upon the really important problems con- 
nected with the church. 

The criticism as to uninteresting and unimportant details does not 
hold, however, in regard to special chapters as, for instance, the one 
on “The Roots of Political Power.” Here we have a vivid description 
of the influences at work in the development of ward politics. The 
secret springs of action are shown. The inevitable results of such con- 
ditions, whether in Boston or elsewhere, are plainly revealed. The 
study is, therefore, of far more value than a mere analysis of the party 
politics of the district, and an account of the various losses now domi- 
nant. The chapter is all the better for the limitations enforced by the 
desire of the writer to manifest due “consideration for certain interests 
that involve outside persons.” 

Whatever the permanent value of a publication of this kind, and I 
do not mean to imply that it is not considerable, there can be no ques- 
tion of the subjective value of the study it represents. Every citizen 
should avail himself of such assistance as can be obtained by acquaint- 
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ing himself with the conditions of his own community. He should be 
a careful student of his own “ wilderness,” for it is probable that he is 
in one or has one near at hand. Books like the present one will, if 
widely read, stimulate an interest which will result, it is hoped, in 
making others, each in his own sphere, social settlement workers. 

I. W. HowerTH. 


How it can be Done; or Constructive Socialism. By Joun Ricu- 


ARDSON. Second edition. London: Twentieth Century 
Press, 1898. 12mo, pp. xii + 222. 


THE purpose of the author is to remove the reproach so often cast 
upon reformers, that they are mere fault-finders with present conditions 
and that they present no definite idea of what they would have done 
or how it could be done. His efforts are constructive, nothing in the 
present system would be destroyed except as something better took its 
place. 

Mr. Richardson agrees with those who think that one of the great- 
est difficulties in maintaining a socialist state is the dearth of socialists ; 
and hence to make provision for these is his first care. This he would 
accomplish through a complete state system of ‘ maintenance, educa- 
tion and training ” for all the children of the country. This training 
should begin at a very early age in the infant schools and continue 
through childhood and youth to the age of twenty-one, when the uni- 
versity course would be completed. This could be accomplished by 
an extension of the means already provided in an inadequate measure. 
To the age of fourteen, children would be allowed to live at their 
homes, if they had suitable ones, otherwise continually at the school. 
In any case there would be served to all pupils of every grade at least 
two meals per day provided by the state. The pupils would wear 
a uniform provided at public expense. This would tend to break 
down factitious distinctions between pupils, leaving only those of intel- 
ligence and physique. From fourteen to twenty-one, students in the 
higher schools and universities would be required to take up their 
residence at the schools. No radical departure from the present 
courses of study is suggested, though more attention would be paid 
throughout the system to modern languages, music and art, physical 
exercise and, above all, to technical training, the object of which would 
be, “not as now, the training merely of the faculties, but the produc- 
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tion in the best and most perfect way of beautiful and useful things.” 
The older universities might continue to devote themselves mainly 
to the classics, mathematics and theology. Others would be estab- 
lished for agriculture, mining, physical sciences, law, art, music, etc. 
For the accommodation of the two million youth in England between 
eighteen and twenty-one, six hundred universities would be required, 
and with each of these would be affiliated twelve or fifteen colleges 
devoted to special branches taught in the university. Throughout the 
system the best influences would be placed about children and youths. 
All would receive the same treatment, all would labor equally “with 
their hands, all would be taught the lessons of service for one another 
and “to regard the diligent discharge of duty as the highest honor, 
and to esteem him the noblest character who best served his fellows.” 
With this ideal embodied in each new generation there would be no 
lack of the “ socialists ” 


so necessary to socialism. 

For the assurance of those who object that the proposed scheme of 
education will be too expensive, Mr. Richardson ventures his judg- 
ment as a man of extensive business experience that once the system 
is on its feet (this will require sixteen years), it will be a source of 
revenue to the state rather than an expense. Beginning with the sec- 


ond grade schools, he would have a considerable portion of the time 
of students devoted to making useful commodities. The 5.5 million 
children between eight and fourteen are set down as producers of 33 
million pounds per year and from eight to twenty-one, students would 
produce 186.6 million pounds. This falls far short of the expense. But 
students who have received so much from the state will not think it a 
hardship to remain in the service of the state for four years after grad- 
uation. This service will not be military but industrial and by it the 
state will be able to realize 360 million pounds per year after paying 
one pound per week to the workers. This return would meet the 
expenses of education, and leave a surplus of more than roo million 
pounds. Loans or taxation would have to be resorted to for establish- 
ing the schools. That could be left to parliament, but the increase of 
death duties is suggested as the most equitable method, and when 
applied rigorously to land, that tax would furnish an easy means of 
securing the turning over to the state all landed properties. 

Through the scheme of education here outlined and the period of 
compulsory service for the state the way is opened for a system of state 
industries. The author would expect most of the people educated 





eS 


SA lle EA et 


a — 


424 JOURNAL OF POLITICAL ECONOMY 


under this system to remain in the service of the state. In one gen- 
eration there would be secured “all or nearly all the available labor in 
the country because in the state schools and factories, etc., it is so 
highly honored and highly recompensed, that none but an idiot would 
degrade himself by being the wage-slave of an individual for little, 


when he could be a member of such a glorious commonwealth and 
secure so much. Hence, the so-called owner of private property would 
be left helpless.” Riches are desired because they buy services and as 
no one will serve another for money “when such a career as the 
state establishments offer is open to all,” no one will care to retain 
private wealth. “The rich good man, thus, would surrender freely 
his surplus wealth to the state, because in so doing he would be mak- 
ing the best use of it, and he would gladly do right because it was 
right. The rich bad man would surrender his, because in his hands it 
would be absolutely worthless and useless to him.”’ 

“* How it can be done”’ is thus disclosed in the first seven chapters. 
A long chapter follows showing the relation of this scheme of settling 
the social question to others proposed by various reformers. There 
would be no need of providing for emigration as a relief, because with 
industry well organized everybody could be useful at home; the 
reform of the poor laws need concern no one, since there would be no 
poor; the abolition of the standing army would be easily accomplished 
for its principal use, that of enforcing the payment of taxes and com- 
pelling workers to submit to unjust conditions imposed by money- 
grabbing capitalists, would be gone ; bimetallism would become a dead 
issue since all the functions of money would be performed by labor 
certificates, issued by the state on productive labor only ; the question 
of payment of members is thus easily settled, for, their labor not being 
productive, would not be paid. So the other reforms are provided for 
in the proposed scheme or shown to be superfluous. 

The book has none of the spirit of the “ to arms” type of socialistic 
writings and the introduction of figures and sample acts of parliament 
for putting the scheme into operation has robbed it of the charm that 
attends Utopias. It is a very plain matter-of-fact book, written in a 
fair-minded way, and with an abounding cheerful faith that a practical 
solution of the question of “‘ how it can be done” has been reached. It 
is commendable, if for nothing else, for connecting the ultimate reform 
aimed at closely with a broader and more thorough training of youth 
in all the needs and duties of public and private life. 

G. O. VIRTUE. 
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